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Objects of the Society 


“To cultivate, promote and disseminate knowledge and 
information concerning accountancy and subjects related 
thereto; to establish and maintain high standards of 
integrity, honor and character among certified public ac- 
countants; to furnish information regarding accountancy 
and the practice and methods thereof to its members, and 
to other person interested therein, and to the general 
public, to protect the interests of its members and of the 
general public with respect to the practice of account- 
ancy; to promote reforms in the law; to provide lectures, 
and to cause the publication of articles, relating to 
accountancy and the practice and methods thereof; to 
correspond and hold relations with other organizations 
of accountants, both within and without the United States 
of America; to establish and maintain a library, and read- 
ing rooms, meeting rooms and social rooms for the use 
of its members; to promote social intercourse among its 
own members and between its own members and the 
members of other organizations of accountants and other 
persons interested in accountancy or related subjects, 
and to do any and all things which shall be lawful and 
appropriate in furtherance of any of the purposes here- 
inbefore expressed.” 


—From the Certificate of Incorporation. 
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Introduction 
By Prior SIncvarr, C.P.A. 


pON this fiftieth anniversary of the bers and of the general public with 
U founding of The New York State respect to the practice of accountancy.” 
Society of Certified Public Account- The character and foresight of that 
ants, imbued with the knowledge that small group of sterling men who at the 
the only justification for the existence inception of this society set the course 
of our profession is public need, we of our endeavors ofttimes has been 
submit this history of our efforts to stated but never can be too frequently 
supply that need and to further the praised. To them much is owing; let 
purposes set forth in our charter which, ys keep the faith and by strict adher- 
among others, recites that it is our pur- ence to the doctrines they so wisely 
pose “to protect the interest of its mem- established, nourish the tenets that 
gave us strength and pass on this vital 
force to those who follow. 

In the foreword to “Origin and 
Society of Certified Public Account- Evolution of Double Entry Bookkeep- 
ants. He holds the certificate of | ing,” the scholarly work of Edward 
Certified Public Accountant in ten Peragallo, Robert H. Montgomery 
states, including New York, Ohio| gave a message to our profession which 
and Pennsylvania. Mr. Sinclair] I beg leave to repeat. 
joined the Society in 1913 as an as- 
sociate member and was advanced to 





Prior SINcLAIR, C.P.A., is the 
President of The New York State 


“To the practitioner who looks 


full membership in 1920. He has upon his work as the systematic ap- 
served as chairman or member of plication of knowledge and skill in 
many of our committees and, before effecting a desired result, it is clear 
becoming President, also held the that to attribute to his methods the 
offices of Director, Treasurer and inviolability of natural laws would 
Vice-President of our Society. hinder rather than help him in his 

President Sinclair is also a mem- search for truth and stunt the growth 
ber of the American Institute of Ac- of an art already hard pressed to 
countants, the Ohio Society of Cer- adapt itself to the increasing de- 


tified Public Accountants, the Texas 
Scciety of Certified Public Account- 
ants, the National Association of 
Cost Accountants, and the New 


mands of business. There is reason 
to fear that some in authority have 
such a misunderstanding of the 


York University Men in Finance. nature of accounting ; this is the only 
Mr. Sinclair was Visiting Lec- conclusion which can be drawn from 
turer on accounting at New York their tendency to expect business to 
University and Columbia University. conform to an accounting pattern 
He has written many articles for rather than the reverse. 
The New York Certified Public Ac- “At its present state of develop- 
countant and The Journal of Ac- ment accounting, although still far 
countancy. He = the author of a from perfect, serves remarkably well 
standard text on “Budgeting”. , pee - 
eg nee ie RR aa ait the purpose for which it has always 
F . P = been intended. Accounting is the 


Lybrand, Ross Bros. & Montgomery 


since 1928. language of finance—a universal lan- 


guage. It is concerned not with the 
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eternal verities, but with the data 
immediately before it. These data 
are not precisely measurable with the 
rule, the scales, or any instrument 
yet devised by man. They can be 
measured only to the extent that hu- 
man nature can be measured, for the 
value of every item in financial ac- 
counts is contingent upon a varying 
and elusive human factor. Account- 
ing statements and reports are neces- 
sarily expressions of opinion, and no 
better than the ability and judgment 
of the accountants who prepare 
them. 

“Accounting methods which have 
endured are those which have met 
the test of the pragmatists—how well 
do they serve the given purpose? 
Accounting has but one purpose, to 
set forth the results of business oper- 
ations accurately and truthfully. It 
draws upon the resources of many 


sciences, but remains an art, varying 
in effectiveness with the knowledge 
and skill of the practitioner—this js 
the lesson of history.” 


The story of our progress is written 
upon the pages that follow but we have 
not reached the journey’s end or a loi- 
tering place in mid-voyage. In this 
world of changes new tasks confront us 
at all times, new fields of service are 
presented, new uses and adaptations 
are found for the skills that are in us, 
We must ever be in a state of prepared- 
ness armed with ever increasing under- 
standing and judgment, filled with the 
lore of the science of our profession 
and must become more practiced and 
perfect in the art of its application. 
Only thus can we retain the public 
recognition and esteem earned in past 
vears and be worthy of public faith in 
the future. 
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The History and Administration 


of Our Society 
Horne, C.P.A. 


By Henry A, 


ELL! our Society is fifty years old. 

Fifty years is a long time. Not so 
long, relatively, in respect of societies, 
as of the men who form the societies. 
Of those who began this society, only 
one man now remains with us. Farquhar 
]. MacRae is the sole survivor of the 
group of eighteen vigorous young men 





Henry A. Horne, C.P.A., re- 
ceived his certificate from the State 
of New York in 1911 and from the 
State of Connecticut in 1934. He 
became a member of the Society in 
1912 and of the American Institute 
of Accountants in 1914. He is also 
a member of the N.A.C.A., the Con- 
necticut Society of Certified Public 
Accountants, The American Arbi- 
tration Association and The Com- 
merce and Industry Association of 
New York. 

Mr. Horne is a partner in Web- 
ster, Horne and Elsdon (New 
York) and Webster, Blanchard and 
Willard (Hartford). He served as 
Director of the Society for eight 
years, and as Second Vice-President 
and First Vice-President for one 
vear each. He was President of our 
Society for the fiscal year 1944-45. 
He has also served for many years 
as a member of the Institute’s Com- 
mittee on Accounting Procedure and 
as a member and chairman of its 
Committee on Public Utility Ac- 
counting. 

Mr. Horne has from time to time 
contributed many articles on profes- 
sional subjects to various accounting 
publications. 











who, on or about March 30, 1897, 
signed themselves as Charter Members 
of the new organization, The New York 
State Society cf Certified Public Ac- 
countants. 

As one turns over the pages of our 
old year books, now yellowing with age, 
the feeling grows that the spirits of 
those who laid our foundations should 
be invoked to tell the story of those 
early days and years. But our ears are 
not attuned to hear their story. Mem- 
ories of them-—how they looked—how 
they spoke—how they acted—are all 
that we have. 

When Walter Scott ventured to 
write a story of earlier days of the 
Scotland he loved so well, he sang— 


Harp of the North! that mouldering 
long hast hung 
On the witch-elm that shades Saint 
Fillan’s spring, 
* * * x 
O minstrel narp, still must thine ac- 
cents sleep? 
x * * x 
O wake once more! how rude soe’er 
the hand 
That ventures o’er thy magic maze to 
stray ; 
x ok *k x 


Yet if one heart throb higher at its 
sway 

The wizard note has not been touch’d 
in vain. 

Then silent be no more! Enchantress, 
wake again ! 


The stories of past years can best be 
told in poesy. Hence, this is a task for 


(1) Just after this was written, word reached us of the passing of Mr. MacRae on March 


4, 1947, 
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Maurice Peloubet, our poet-laureate. 
If he could do for us what he did for 
the fiftieth anniversary of The Institute 
of Chartered Accountants in England 
and Wales when he wrote “Recte 
Numerare”’, our semi-centennial anni- 
versary would be fitly memorialized. 
But Maurice has been given another 
assignment—one for which also he is 
the best-qualified. The assignment for 
this part of our memorial booklet has 
fallen to one whose pen has never 
learned to sing. 

But—if the enchantment and magic 
of poetry cannot be brought into these 
pages there can be brought the mem- 
‘ries of one who for a full seventy per- 
centum of the society's life has been a 
part of that life and an observer of his 
fellow-members and friends. 

The first law for the governmental 
recognition of the profession of ac- 
countancy was enacted by the Legis- 
lature of the State of New York. It 
hecame effective on April 17, 1896. 

Those who received the first certifi- 
cates realized that something more than 
a title for practitioners was needed to 
make a profession. Not until a body 
of men, united under a code of pro- 
cedure (expressed or implied), ac- 
quainted with each other and with the 
methods and procedures of each other, 
have stood together before the public— 
can there be said to have been a pro- 
fession composed of those practitioners. 

Our founding fathers proceeded to 
form our society to be the nucleus of 
the professional group practising in 
New York State under the style of 
Certified Public Accountants. 

The first president was Charles 
Waldo Haskins. Only a very few of 
the present members of our society can 
remember him. He left us forty-four 
vears ago. His portraits tell us that he 
was a confident, forceful, vigorous, 
courageous, energetic man of great in- 


telligence. With his partner, of revered 
memory, Elijah Watt Sells, he founded 
the great firm of Haskins & Sells. He 
served as the first President of the 
Society continuously from its organiza- 
tion early in 1897 until his untimely 
death on January 9, 1903. 


The administration of the Society has 
been entrusted, during this half-century, 
to a great company of officers and di- 
rectors. As memory brings back the 
faces and mannerisms of the officers 
there comes the realization that they 
were (and are) men of whom we well 
may be proud. 

Of those early administrators, seven 
had left us before December 31, 1911, 
and the present chronicler has no 
memory of them. They were Franklin 
Allen, Rodney S. Dennis, Charles W. 
Haskins, John Hourigan, Francis How, 
James N. Kelley, and Thomas P. Ryan. 
Two others, Francis Gottsberger and 
Leon Brummer, were seen so infre- 
quently that memory is dim. The record 
of the service of all these men is pre- 
served, to some extent, in the cumula- 
tive roster of Past Officers published in 
each successive issue of our Year Book 
and also in the unique “Ten-Year 
Book” which was published in 1939 to 
chronicle the events of the years 1897- 
1906, inclusive, the author being Nor- 
man E. Webster. 

All the other officers who have served 
during our fifty years stand out sharply 
and clearly in memory. It has been an 
honor to know them. 

Mr. Haskins served as president for 
six years. Farquhar J. MacRae, who 
was First Vice President at the time of 
Mr. Haskins’s death, served for the 
remaining months of the incomplete 
term and thereafter he was elected for 
three additional terms of one year each. 
He is the Dean of our Past Presidents 
as well as our one surviving Charter 
Member. 
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Franklin Allen was the third presi- 
dent. He served for two years, 1906-07 
and 1907-08. He was succeeded by John 
Rk. Loomis, a grave, dignified man 
whose whole appearance and demeanor 
made one, at once, note a strong re- 
semblance to Grover Cleveland. He 
served as president for one term only, 
1908-09, but was an active member of 
the Society for many years thereafter. 

Henry R. M. Cook, as the fifth presi- 
dent, took office in May 1909 and served 
for three years. In the colloquialism of 
the day, “This is where we came in”. 
An alert, scholarly-looking man, he had 

quiet, “dry”, humor. He was, for 
many years, the Auditor of the Board 
of Education of the City of New York. 
Among those who hold him in affec- 
tionate remembrance is our present 
First Vice President Simon Loeb. For 
vears, Mr. Cook was “the Chief” to 
Simon. 

Next in succession as President came 
William F. Weiss. Large in all dimen- 
sions, genial, affable, he was known to 
ll his friends as “Big Bill Weiss”. 
When H. R. M. Cook handed over to 
his successor the honors and duties of 
the presidential office he said “When- 
‘ver I look at my friend, Mr. Weiss, I 
always associate him with a distin- 
guished statesman whose first name is 
also William, and who is referred to 
as the first gentleman in the land”. 
Perhaps the present generation needs 
a mental nudge as a reminder that 
William Howard Taft, another large 
man, was then the President of these 
United States. 

Edward L. Suffern was our next 
president. He served for the 1913-14 
term. A quiet, gentle (and gentle- 
manly) man of much patience and tact, 
his pervasive influence was felt in many 
of the affairs of accountancy. When 
plans for the broader dissemination of 
the practice of voluntary arbitration in 


matters of commercial and financial 
disputes were sponsored by The Arbi- 
tration Society of America, Mr. Suffern 
worked eagerly to promote a greater 
participation of accountants in arbitra- 
tion proceedings. The writer of these 
lines remembers, gratefully and affec- 
tionately, his service, on the invitation 
of Mr. Suffern, in the successive Arbi- 
tration Committees of the Society. 

Hamilton S. Corwin, the eighth presi- 
dent, took office in May, 1914. During 
that summer, World War I broke out in 
Europe. Before he had completed the 
three years of service that the appre- 
ciative Society had imposed on him, our 
country was involved in the war. This 
was the beginning of a new era for 
public accountancy. The tremendous 
enlargement of the taxes on income and 
profits brought to the business and fi- 
nancial world the realization of its need 
for the services of men who had the 
training and experience that qualified 
them, far above any other group, to 
analyze the taxing statutes and to adapt 
accounting records and procedures to 
those statutes. Also, the industrial 
drive for the production of materials 
for war intensified the demand by in- 
dustry for improved applications of 
cost accounting techniques. 

Mr. Corwin was a calm, poised, firm 
man who, properly, could be known as 
a “master of assemblies”. 

John R. Sparrow was our war presi- 
dent. He was elected in May, 1917, and 
served for two years, until May, 1919. 
The war was over. He reported, in 
part: “During the war, one member of 
the Society, Robert L. Cuthbert, was 
killed in battle, and two others, David 
E. Boyce, our Treasurer, and Captain 
Edie B. Wade, died of pneumonia 
while in the service of the government.” 
What memories crowd back on re- 
reading those lines. Robert Cuthbert 
acted promptly when, in 1914, his na- 
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tive Britain was challenged by an ag- 
gressive Germany. He returned to 
England and entered the British Army. 
Among the First One Hundred Thou- 
sand of the “Old Contemptibles” he 
went to France to fight and die. David 
Boyce was one of the most attractive 
young men who ever graced our so- 
ciety (or any society). Pleasant, 
friendly, capable, it was a privilege 
merely to know him. Edie Wade was 
the same sort cf man as David Boyce. 
How bitterly we realize that war takes 
our best men. 


Joseph S. Morris Goodloe served as 
president for two Society years, 1919- 
20 and 1920-21. He was a very friendly 
man who held his own opinions very 
sut_ he held his friends 
strongly also. It was noticeable that 
to some he was always “Joe”, while to 
others he was always “Morris”. 


strongly. 


In his report at the end of his first 
year of service he reported that the 
Legislature of the State of New York 
had enacted an Income Tax Law and 
that the State Comptroller, Eugene M 
Travis, had published in the regula- 
tions an acknowledgment, as follows: 

“The New York State Society of Certi- 
fied Public Accountants very kindly co- 
operated in the work (of preparing the 
regulations), through a special tax com- 
mittee appointed for the purpose, of which 

Mr. Henry B. Fernald was Chairman and 

Mr. James F. Farrell, Secretary, and 

Messrs. F. J. Clowes, J. S. M. Goodloe, 

Joseph J. Klein and Robert H. Montgom- 

ery were associate members.” 


This was only one instance of the 
rapidly growing trend toward the en- 
listment of the special mental skills of 
accountants in matters of taxation. The 
Federal government had already called 
for the aid of George Oliver May, 
Homer S. Pace, and Robert H. Mont- 
gomery in planning for the effective 
administration of the United States in- 
come tax laws. 
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Howard B. Cook was our eleventh 
president. Previously he had served for 
three years as Treasurer, and one year 
each as Second Vice President and 
First Vice President. Truly, a fine 
recor. of service. 


Robert H. Montgomery came next 
in line of presidential services. And 
what enjoyable memories crowd in! 
During the nineteen-twenties the sure 
way to get the absolute maximum of 
attendance at a Society meeting was to 
announce that the subject would be 
Federal Taxation and that Colonel 
Montgomery and Doctor Klein would 
be on the platform. Both were (and 
are) witty men—they delighted in 
bantering each other—and neither one 
ever took any offense at the good- 
1atured raillery. The younger men in 
the audience who were training them- 
selves in the techniques of tax avoid- 
ance would ask questions as to the tax- 
ation results of complicated financial 
structures with successive incorpora- 
tions or dissolutions or with layer on 
layer of mortgage liability. Often, after 
listening attentively to the elaboration 
of the scheme, Colonel Bob would bring 
the matter to a conclusion, amid a roar 
of laughter from the audience, by 
quietly announcing “TI don’t know”. At 
other times, he would interrupt the in- 
tricacy of the questioning with the 
amused comment, “You know, I always 
get lost after the second mortgage”. 


The educational effect on all who 
were privileged to attend those meet- 
ings cannot be appraised too highly. 
The discussions stimulated original 
thinking and often they contained nug- 
gets of golden wisdom. 


Colonel Montgomery was our orig- 
inal Technical Committee advocate. He 
saw clearly that the great diversity in 
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the types of business (and nonbusiness) 
organizations which accountancy should 
serve called for intensive study. He pro- 
posed that the results of such study by 
the newly appointed technical commit- 
tees be published in the form of a series 
of accountancy monographs. The work 
of our technical committees has now 
become one of the most vital parts of 
the activity of cur Society and the pub- 
lication in The New York Certified 
Public Accountant of the papers pre- 
sented at the meetings conducted by 
the technical committees has accom- 
plished Colonel Montgomery’s ambition 
in that respect. 


In his President’s Report, dated July 
25, 1923, Colonel Montgomery stated— 
“With the growing membership and 
vastly increased demands on his time, 
it was obviously impossible for a prac- 
ticing accountant to undertake all of the 
details incident to the work of the Sec- 
retary’s office”. He then continued his 
explanation of the employment of W. 
Alcorn Brown as “a full-time Assistant 
Secretary” beginning at about Decem- 
ber 1, 1922. That appointment was the 
first step in the organization of the ex- 
cellent staff that has carried on much 
of the ever growing burden of admin- 
istration of our Society. Mr. Brown is 
held in affectionate remembrance by all 
who knew him and worked with him. 


Homer S. Pace was elected to the 
presidency in May, 1924. For two years 
he led the Society. During his term of 
service the Directors decided that the 
Society should be housed in rooms of 
its own and a five-year lease was taken 
on office space in the building at 110 
William Street. Also worthy of men- 
tion is the fact that Sir Arthur Lowes 
Dickinson, of Price, Waterhouse & 
Company, who had been a member since 
1914, was elected to Honorary Mem- 
bership in recognition of his distin- 


guished services to the profession of 
accountancy. Chapter activities of the 
State Society were inaugurated by the 
organization of Buffalo Chapter on 
February 5, 1925. Another accomplish- 
ment—long desired by many members 
of the Society and particularly by Elijah 
Watt Sells—was the incorporation of 
The Accountants Club of America, Inc., 
and the election of Colonel Robert H. 
Montgomery as its first president. 


Joseph J. Klein (Doctor Joe) vas 
our fourteenth president. He served 
for two Society years, 1926-27 and 
1927-28. On April 25, 1927, the So- 
ciety celebrated the thirtieth anniversary 
of its founding and the fortieth anni- 
versary of the beginnings of profes- 
sional accountancy in America by a 
banquet at the Waldorf-Astoria hotel. 
This was a notable meeting and has 
been remembered with pleasure during 
all the intervening twenty years. As 
part of that celebration a very attrac- 
tive booklet was issued. It contained the 
history of the Society’s first thirty 
years, with pictures of the first officers 
and all the presidents of the Society up 
to that time. The two annual presiden- 
tial reports by Doctor Klein show the 
Society active and alive on a steadily 
expanding front under vigorous leader- 
ship. 

Patrick W. R. Glover was our presi- 
dent at the beginning of The Great De- 
pression. He took office in May, 1928, 
and served for two years, until May, 
1930. The business depression was not 
apparent in the record of the Society 
which continued all its activities in a 
steady expansion. Among the unusual 
happenings of those two years were the 
Amendment of the Certificate of Incor- 
poration that may be noted by every 
reader of our Year Books and the hold- 
ing of the Third International Congress 
on Accounting in New York City, in 
September, 1929. 
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Arthur H. Carter, Colonel Carter 
then, Major General Carter now, was 
our sixteenth president. He had been 
educated at the United States Military 
Academy at West Point and the effect 
of his training in matters of organiza- 
tion was soon felt in his administration 
of the Society. He realized that there 
was need for an energetic executive 
assistant to the president and the Board 
of Directors authorized the employment 
of Louis H. Renn to fill that position. 
This he did, with energy and imagina 
tion. 

During General Carter’s administra 
tion the offices of the Society were re 
moved from 110 William Street to a 
new Office in a new building at 30 Broad 
Street. It is interesting to quote at this 
point, from the Ten-Year Book—‘“At a 
special meeting on April 26, 1898, at- 
tendance 9, the Society voted to estab- 
lish its headquarters in Room 1224 of 
the Johnston Building, 30 Broad 
Street”. In 1898 that Johnston Build- 
ing was a new building. After a lapse 
of something over thirtv vears the So- 
ciety was back again at its first home. 
In passing, it is worth noting that the 
membership then was over 1700. 

The sentence with which General 
Carter concluded his third presidential 
report might well be repeated here: 

“We must not have inertia in account 
ancy—there must be imagination, there 


must be courage, constructive thought and 
definite action.” 


Our next president was Walter A. 
Staub, beloved by all who knew him. 
Endowed by nature with a clear, logical 
mind his life story is one of success in 
everything he undertook to do. A 
strong, patient, judicious administrator 
—he held the helm of our Society 
through the disturbed years 1933-34 and 
1934-35. Governmental regulation of 
business and finance produced a host of 
new problems for the profession. The 
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programs for the meetings of the So- 
ciety were planned to provide for full 
and iree discussion of the duties pro- 
gressively assigned by the Congress to 
the Securities and Exchange Commis 
sion and to other regulatory bodies. 

Chapter activities were increased. |; 
addition to the chapter at Buffalo, new 
chapters were formed at Rochester, 
Syracuse, and Albany, making four in 
all. In June i934, a joint meeting of 
the four chapters was held at Lake 
Skaneateles. This was the first of a 
continuing scries of Regional Confer- 
ences—sometimes referred to as_ the 
Upstate Conferences. It is hard to ex- 
aggerate the beneficial influence of 
those conferences in building a strong 
statewide interest in the work of ow 
Society. 

Another of our Society fixtures was 
inaugurated in this administration. I: 
has come to be called our “Annual Out- 
ing and Tournaments”. The first was 
held at Rockwood Hall Country Club. 
North Tarrytown, N. Y. in 1934. Golf 
and tennis tournaments have been part 
of the program beginning with that 
initial occasion. 

Our eighteenth president was James 
F. Hughes, who was our chief execu- 
tive for two years, 1935-36 and 1936-37. 
Ardent, earnest and friendly, h 
promptly began a series of visits to the 
four chapters—as the result of which 
it has come about that Jim Hughes has 
hecome, throughout the state, our most 
highly esteemed member. 


The fortieth anniversary of the enact- 
ment of the first Certified Public Ac- 
countant law was celebrated by a com- 
memorative banquet in 1936. Th 
attendance at that banquet was 922. 
members and guests. At the end of Mr 
Hughes’ tour of duty, in 1937, the 
membership of the Society had climbe 
to 2,565. 
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During James Hughes’ term of office 
it became necessary to make a decision 
as to the future pattern of executive 
administration of the society. With the 
largely increased membership stated as 
the reason—it was urged, on the one 
hand, that the society had become a 
“Trade Association” the affairs of 
which should be conducted by an execu- 
tive vice-president, with only nominal 
executive functions reposing in the 
elected officers. On the other hand it 
was urged that a professional society 
was not in any sense a trade association 
and that the control of professional af- 
fairs must rest with the officers and 
directors elected by the society from 
among its own members. This latter 
view prevailed, as it should, and it has 
become established for all future time 
that, in the public interest, the control 
of professional practice, as to compe- 
tency and integrity, must rest in the 
hands of the elected officers of the pro- 
fessional body. 

As the result of this decision, Went- 
worth F. Gantt became the senior mem- 
ber of the Society’s staff, later receiving 
the title of Executive Secretary, which 
he has carried, with honor and credit 
to himself and to the Society, in all 
subsequent years. 

For the purpose of mutual introduc 
tions, a dinner-meeting was arranged 
in September, 1936, at which the guests 
were all officers and directors, all the 
past presidents, all the chairmen of 
committees and Mr. Gantt. This was 
so helpful in quickening interest in the 
work of the Society that it also has 
become one of our fixtures. A similar 
dinner-meeting has been held in each 
subsequent year. 

The nineteenth president was Morris 
C. Troper, who served for two terms 
1937-38 and 1938-39. The Society con- 
tinued to grow in numbers and influ- 
ence. The publications program was ex- 
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panded and the public relations activi- 
ties were given an important position 
in the Society’s work. 

Almost as soon as Morris was re- 
elected and before he began serving his 
second term he received a call for in- 
ternational philanthropic service which 
he could not ignore. The evil spirit of 
Nazism was raging in Europe and op- 
pressed, persecuted and dispossessed 
human beings were desperately in need. 
As a traveling ambassador of good will, 
Mr. Troper spent all his second term 
(and many months thereafter) in Eu- 
rope administering the largess provided 
by generous souls living in our gener- 
ous land. 

The burden of that second term was 
carried by big-souled (and big-bodied ) 
Victor H. Stempf, who, as First Vice- 
President, became the Acting Presi- 
dent. It was 1 burden. Under the cap- 
tion “Extensions of Auditing Proced- 
ure”, Victor reported in the 1939 
President’s Report: 

“Mindful of the public interest aroused 
by recent revelations, The Board of Direc- 
tors of the Society, on January 10, 1939, 
constituted itself, the chairman of standing 
committees, and certain others, as a special 
committee on auditing practice and pro- 
cedure. This committee undertook, through 
sub-committees, the study of certain ques- 
tions which had been raised, notably—ac- 
counts receivable, inventories, internal 
check and control, appointment of auditors 
and auditors’ reports. The committee as a 
whole subsequently collaborated with a 
similar committee of The American Insti- 
tute of Accountants in the consideration of 
resolutions dealing with these subjects. 
This cooperative effort culminated in a re- 
port adopted by the Council of the Institute 
on May 9, 1939, and the adoption of a 
similar report by the Society May 22, 1939. 
This report, entitled ‘Extensions of Audit- 
ing Procedure’ has been printed and widely 
distributed.” 

That series of midnight sessions of 
that committee cannot be forgotten by 
those who participated. It was serious 
work but there was one among those 
present who could see more than the 
seriousness. Maurice Peloubet has 
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“immortalized” the work of that com- 
mittee in his poem,* cherished by his 
fellow committeemen, “The Comma 
Comes After Hereafter”. 

Victor H. Stempf became our twen- 
tieth president. Elected in May, 1939, 
he served for the Society year 1939-40. 
It was not a new responsibility for him 
—being a continuation of his service as 
Acting President during the year pre- 
ceding. By that time the Society had 
grown in numbers to the point where it 
seemed advisable to bring as many of 
the members as possible into active par- 
ticipation in the administration of the 
Society’s responsibilities. Thereafter, 
no president was re-elected. All, begin- 
ning with Mr. Stempf, served for one 
term only. By a process of evolution 
it came to be established that new mem- 
bers might be assigned as members of 
some one (or more) of the committees. 
This should lead to recognition, in time, 
if service was diligent and helpful, by 
appointment to a committee chairman- 
ship. From men who had served as 
committee chairmen, it would be natural 
for the Nominations Committee to make 
selections for the Board of Directors 
and the official positions. 


One of the forward movements of 
this administration was an improved 
organization and classification of the 
numerous committees and a redefinition 
of the scope of their activities. 

A. S. Fedde was elected in 1940 as 
our twenty-first president. His term of 
office was eighteen months because of 
a revision of the society’s official year, 
which thereafter was fixed to end at 
September 30th. Under his capable 
leadership the Society continued to gain 
in public esteem. At the close of his 
term the membership numbered close to 
4,000, of whom over 600 were serving 
the Society as members of committees. 

Andrew Stewart (Colonel Stewart) 
became the twenty-second president at 


his election, in May, 1941, to assume 
his duties on October 1, 1941. 

The clouds of World War II hung 
heavy over the world. Before his term 
of presidential service was half com- 
pleted he was called to Washington for 
service as a Colonel in the Army of the 
United States. Major General Arthur 
H. Carter had been placed in the high- 
est and most responsible post ever held 
by an accountant in the armed services 
and he needed the aid of his friend and 
professional partner, Colonel Andrew 
Stewart. 

J. Arthur Marvin, then First Vice 
President, became Acting President. A 
new Special Committee on Wartime 
Problems was organized under the lead- 
ership of William R. Donaldson, to aid 
our members in solving the many new 
(and hence perplexing) problems cre- 
ated by wartime restrictions. 

J. Arthur Marvin (twenty-third 
president), Saul Levy (twenty-fourth 
president) and Henry A. Horne 
(twenty-fifth president) served 
throughout the stress and strain of 
World War II. This was the third war 
through which our Society had passed. 
The Spanish-American war of 1898 
seems not even to have been mentioned 
in the annals of the Society—we were 
too small. World War I had its effect 


‘on the membership but did not notice- 


ably affect the relatively modest activi- 
ties of the Society as an organization. 
But—during almost four years—from 
the tragedy of Pearl Harbor to the scene 
on the quarter deck of the battleship 
Missouri when the little yellow men of 
the East surrendered to the tall white 
men of the Western World, restrictions 
were felt in every phase of the activity 
of the Society. Limitations on trans- 
portation—hence restriction on confer- 
ences and chapter visitation ; limitations 
on paper supply—hence restriction of 
publication ; limitations and restrictions 
of all sorts. Through it all, our society 


* This poem is reproduced in full at page 89, post. 
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kept forging ahead. The members were 
serving Uncle Sam in many ways— 
assisting in the phenomenal industrial 
activity, consulting with and advising 
the governmental organizations that 
were directing the Selective Service of 
manpower and Services of Supply of 
war materials, and—this above all— 
serving in the armed forces as soldiers, 
sailors or marines. A total of 904 mem- 
bers and associates had the honor of 
wearing the uniform. Nine of our men 
did not return to us. 

William Raymond Donaldson, twen- 
ty-sixth president, has long been known 
as “a live wire’. When he assumed 
command on October 1, 1945, the long 
war was over. With the drive, energy 
and optimism that have been his out- 
standing characteristics he proceeded to 
revive all the activities of the Society. 
His presidential report is an inspiring 
record of work done. The program of 
meetings was greatly expanded. A 
series of lectures, referred to as a “re- 
fresher course”, for war veterans only, 
was planned. Two hundred of our men 
who, by May and June, 1946, had been 
released from the armed forces, made 
an eager audience for the lecturers. The 
Technical Committees held many meet- 
ings. The meetings program was so suc- 
cessful that Mr. Donaldson stated— 

“This is adult education on a high level 

—the day is not distant when this activity 

should be organized and formalized, as it is 

by the legal profession in its Practising 


Law Institute, into, say: The Practising 
Accountants Institute.” 


On the evening of May 13, 1946, a 
Welcome Home dinner at the Waldorf- 
Astoria was the Society’s method of 
greeting its men who had returned from 
the wars. 


The publications program was en- 
larged and reinvigorated. The society’s 
magazine, The New York Certified 
Public Accountant, was improved and 
enlarged. Dr. Emanuel Saxe assumed 
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the duties of Managing Editor of the 
magazine and of Director of Technical 
Services and Research. A new publi- 
cation, the Monthly Bulletin, was in- 
augurated, to inform the members of 
the current “goings-on” in the Society 
and the profession. 


And now—we have, as our twenty- 
seventh president, Prior Sinclair. He is 
a worthy successor in that office to two 
of his partners, Robert Montgomery 
and the late Walter Staub. To him falls 
the honor of leading the Society as we 
celebrate our Fiftieth Birthday. He has 
been at the front in all professional 
activities for many years. Time was 
when there was an Accountants’ Post 
of The American Legion. Colonel 
Montgomery was its first Commander. 
“Pete” Sinclair was its first secretary 
(or adjutant? or finance officer ?). 


Our Society continues to grow 
stronger in influence and in numbers. 
We have “over five thousand” mem- 
bers. It is not prudent to be specific 
about how many “over” because the 
figure is out-dated so soon. 


Many members have contributed time 
and brain-power toward the achieve- 
ment of the Society. It is not possible 
here to give well deserved recognition 
to the hundreds who have served as 
members of committees or even to the 
very large number who have been 
Chairmen of committees. But the older 
members will pause to remember those 
others who have served as Treasurers: 
David E. Boyce, Willis S. Whittlesey, 
Harold A. Wythes, Hamilton Howard, 
Walter A. Cooper, Archie F. Reeve, 
Harry E. Van Benschoten, Christopher 
L. Roscher; those others who have 
served as Secretaries: Arthur W. Teele, 
Samuel D. Patterson, James F. Far- 
rell, Martin Kortjohn, Fred L. Main, 
William J. Forster, G. Charles Hurd- 
man, S. Carlton Kingston, Charles H. 
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Towns, Franklin C. Ellis; and those 
others who have served in the vice- 
presidential offices: Leonard H. Co- 
nant, Leon O. Fisher, Francis R. Clair, 
Ferdinand W. Lafrentz, Perley Morse, 
J. Lee Nicholson, W. Sanders Davies, 
Henry B. Fernald, Charles S. McCul- 
loh, Norman E. Webster, William H. 
Bell, and Frederick H. Hurdman. 


All these men have appeared at 
meetings of the Society as parts of the 
administrative organization during our 
first half-century. But there are others 
—behind the scenes—who really run 
the Society. The Board of Directors 
has set the policy of the organization 
during our entire existence. The loyalty 
and devotion to duty of those men is 
not known to most of our members. A 
record of 100% attendance at direc- 
tors’ meetings is not uncommon. When 
twenty-five men can unanimously so 
arrange their affairs as to take out of 
their crowded days the time required 
for our directors’ meetings they must 
have an inner urge to do something of 
value for their professional society. 


This has all been written in a highly 
optimistic vein—‘All glory, laud, and 
honor”, so to speak, It is fair to ask, 
“Ts everything always all sweetness and 
light in the profession and in the So- 
ciety’. The answer is—No! But we 
are at a Birthday Party now. Whoever 
heard of a scolding being administered 
to anyone on his (or her) birthday? 


Fifty years 1s a long time. Our So- 
ciety is getting old. Paradoxically, the 
average age of our membership is get- 
ting vounger. The new members are 
young men (and women) who have 
only recently entered professional work. 
There are so many of these young 
members that they vastly outnumber 
those who bear the burdens of years. 


Youth must be served. And it is 
served. Our successive Committees on 
Nominations have done a statesmanlike 
job in the selection of candidates for 
the official positions and for member- 
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ship on the Board of Directors. The 
method for the selection of the com- 
mitteemen whose duty it is to nominate 
the candidates who are to be voted on 
by the membership is outlined so care- 
fully in our By-Laws that it imposes an 
obligation to do the best job possible. 
Persons proposed for membership on 
the nominating committee are nomi- 
nated in open session at the Annual 
Meeting of the Society. From among 
those nominated seven men are chosen 
by written ballot. Self-perpetuation in 
office is prevented by the mandates: 
“No officer or director shall be so nomi- 
nated to the committee on nominations, 
No person shall be nominated who shall 
have served on the next preceding nomi- 
nating committee.” To provide for the 
Committee on Nominations a minority 
which should be well informed as to the 
availability of members for official posi- 
tion it is required that the board of di- 
rectors shall choose two of its mem- 
bers to serve on the Committee on 
Nominations. Here again the defense 
against perpetuation in office is pro- 
vided by the mandate: “No officer of 
the Society or retiring member of the 
board shall be so chosen for the com- 
mittee on nominations.” 


The Committees on Nominations 
have, for many years, made a careful 
survey of the membership and in pre- 
paring the lists of candidates have se- 
lected men from varied fields of activity 
in accountancy and from an assortment 
of age groups. Predominantly, vigor- 
ous and relatively young men have been 
selected. Public accountancy, and es- 
pecially auditing, is a young man’s field. 
3ut—the calm, poised, unhurried, un- 
afraid, counsels of complete maturity 
have been put to use— 


For age is opportunity no less 

Than youth itself, though in another 
dress, 

And as the evening twilight fades 
away 

The sky is filled with stars, invisible 
by day. 
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The Society’s Upstate Chapters 


By \WENTWorTH F, GANTT 


n February 5, 1925, the first chap- 
O ter of the Society was organized 
in Butfalo. The Society’s membership 
had increased to approximately 850 
and its membership in the upstate cities 
had been constantly growing. With 
the idea in mind that the formation of 
local chapters of the State Society 
might better serve the needs of the up- 
state members in that area, the Board 
of Directors authorized the formation 
of the Butfalo Chapter. 

The success of the Buffalo Chapter 
and the increased upstate membership 
led to the successive formation of the 
Rochester Chapter on December 8, 
1933, the Syracuse Chapter on May 10, 
1934, and the Albany Chapter on June 
26, 1934. 

Every member of the Society located 
in a chapter city automatically be- 
comes a member of the Chapter. The 
Chapters elect their own officers, hold 
their own technical meetings and gen- 
erally represent the profession in their 
own communities. 

In 1934, the first Regional Chapter 
Conference was held at Skaneateles, 
New York. Since then, the Regional 

hapter Conference has become an an- 
nual function usually held in Septem- 
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ber. The excellence of the programs 
presented, as well as the opportunity 
to make new friends and greet old 
friends has resulted in such an increase 
in attendance at these gatherings as to 
make it necessary on several occasions 
to move the location to a hotel pro- 
viding larger facilities. 

For a number of years the President 
of the Society made an annual visit to 
each chapter, but in the last few years 
the entire group of Society officers has 
made the trip. In addition, the offi- 
cers of the chapters have come to New 
York for the annual Committee Chair- 
men’s Dinner in September. As a re- 
sult the work of the Society, particu- 
larly as it affects the upstate members, 
has been made more complete and 
effective. 

The distribution of the profession in 
the state is such that the number of up- 
state members is small compared with 
the membership as a whole. However, 
the importance of the upstate member- 
ship to the Society is far greater than 
mere numbers would indicate. 

Through the years since their forma- 
tion the chapters have grown consist- 
ently and have more than done their 
part in advancing the interest of the 
Society and the profession. A list of 
those who have led our upstate chap- 
ter activities through the years fol- 
lows: 


CHAPTER PRESIDENTS 


BUFFALO 
Luther K. Watkins..... 1925-1927 
William J. Gunnell..... 1927-1928 
Edward C. Gruen...... 1928-1929 
Edgar G. Lucker...... 1929-1930 
Edwin E. Leffler...... 1930-1931 
Lewis H. Alletii...c.... 1931-1932 
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John W. Sanborn...... 1932-1933 
T. Donald Cockburn.... 1933-1934 
Frederick W. Wagner.. 1934-1935 


John M. Boyce........ 1935-1936 
Arthur E. Surdam..... 1936-1937 
George W. Contant..... 1937-1938 
James L. Strong....... 1938-1939 
Edward P. Klingenmeier 1939-1940 
R. Douglas Carnpbell... 1940-1941 
3enjamin L, Enlee..... 1941-1942 
Paerey B. CaO... 008s 1942-1943 


Ralph H. Franclemont.. 1943-1944 
Maynard W. Lockwood 1944-1945 


Edward H. Hoech...... 1945-1946 
J. Ralph Toepfer nee 1946-1947 
ROCHESTER 
Cart D. Thomy.......: 1934-1935 
Sanford G. Slocum..... 1935-1936 
Glenn O. Williams..... 1936-1938 
Raioh S. Good...6. 25 1938-1940 
Herman A. Miller..... 1940-1942 


Oscar L. Niles....... 
Edmund A. Randall... 
Robert T. Morrow.... 
Rupert G. Fain....... 


SYRACUSE 
George E. Bennett.... 
Howard V. Swartz.... 
D. Walter Morton.... 
Charles BP. Gattis. ss. 
Harry D. Anderson.... 
Wendell N. Butler... . 
Maurice W. Powers.... 


ALBANY 
Raymond J. Hannon.... 
John J. Magilton..... 
William J. Nusbaum... 
Irving L. Simon...... 
Charles L. Marvin.... 
Eugene J. Steiner..... 
Stanley A. Frederick... 


1942-1944 
. 1944-1945 
1945-1946 
1946-1947 


1934-1936 
1936-1938 
1938-1940 
1940-1942 
1942-1944 
1944-1946 
1946-1947 


1934-1936 
1936-1938 
1938-1940 
1940-1942 
1942-1944 
1944-1946 
1946-1947 
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Fifty Years of Society Publications 


By BENJAMIN Neuwirth, C.P.A. 


HE growth in size and prestige of 

The New York State Society of 
Certified Public Accountants in the first 
half-century of its existence is reflected 
n the various publications issued by it 
during that period. Ten years after its 
organization, the Society, in 1907, is- 
sued its first Year Book, which was 
predominantly a membership directory. 
It took twenty-six years before the So- 
‘iety launched a journal of professional 
comment and interest, starting with the 
Vews Bulletin in 1923, which in 1930 
evolved into the monthly magazine cur- 
rently familiar to the members of the 
profession as The New York Certified 
Public Accountant. During the ensuing 
years, these major publications were 





BENJAMIN NEUWIRTH, C.P.A., is 
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Outstanding Service to our Society 
was presented to Mr. Neuwirth in 
connection with his work on the So- 
ciety publications. 
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greatly expanded in size and enriched 
in substantive content, to effectuate the 
objectives of the Society: 

“To cultivate, promote and disseminate 
knowledge and information concerning ac- 
countancy and subject related thereto; to 
establish and maintain high standards of 
integrity, honor and character among cer- 
tified public accountants; to furnish in- 
formation regarding accountancy and the 
practice and methods thereof to its mem- 
bers, and to other persons interested there- 
in, and to the general public, to protect the 
interests of its members and of the general 
public with respect to the practice of ac- 
countancy ; to promote reforms in the law; 
to provide lectures, and to cause the pub- 
lication of articles, relating to accountancy 
and the practice and methods thereof; to 
correspond and hold relations with other 
organizations of accountants both within 
and without the United States of America; 
* * * ” (From the Certificate of Incor- 
pa es 


Bulletins and Magazines 

The first News Bulletin of the So- 
ciety, containing reports of meetings, 
announcements, general and personal 
views of local interest, was issued in 
April, 1923. Twenty issues were pub- 
lished at irregular dates until January, 
1930. 

In 1930, a Committee on Publica- 
tions was appointed for the first time. 
This committee sponsored the publica- 
tion of the Bulletin of The New York 
State Society of Certified Public Ac- 
countants, a quarterly magazine, begin- 
ning with the October, 1930, issue. It 
is interesting to note that when the 
Bulletin was first published, the Board 
of Directors decided not to accept any 
advertising. The President’s report for 
that year stated: 


“The Committee is to be congratulated 
upon the valuable material which appears 
in every issue. It has set a high standard, 
which, I am sure, the members will be glad 
to have maintained.” 


The Bulletin was published until July, 
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1934; its name was changed to The 
New York Certified Public Accountant 
commencing with the October, 1934, 
issue. 

The News Bulletin, which was dis- 
continued with the January, 1930, issue, 
was revived by the issuance of the 
Monthly Bulletin in October, 1932. 
Thereafter, the Monthly Bulletin was 
issued monthly, except during July, 
August and September of 
until June, 1938. 


each year, 


Commencing with the October, 1938, 
issuc, The New York Certified Public 
Accountant combined the 
Monthly Bulletin and was published 
monthly during nine months of the 
year, excluding the summer months, In 
September, 1941, the Board of Direc- 
tors approved the recommendation of 
the Committee on Publications to pub- 
lish twelve issues a year. At the same 
time it was decided to increase the sub- 
scription price from $2.00 to $3.00 per 
year ; beginning with the January, 1947, 
issue, the annual subscription price was 
advanced to $3.50. 


was with 


To provide further space in the mag- 
azine for the publication of articles as 
well as to furnish the members with a 
medium for announcements of meetings 
and items of current interest, the 
Monthly Bulletin, which previously had 
been merged with The New York Cer- 
tified Public Accountant, was again is- 
sued as a separate publication starting 
with the October, 1945, issue. 


Advertising was accepted fer the first 
time in the October, 1932, issue of the 
Bulletin, thus reversing the previous 
policy. The advertisements have also 
served to provide information to the 
members regarding current develop- 
ments in accounting machinery, ac- 
counting literature and other items of 
interest to the profession. Space in the 
magazine has also been dedicated to 
promote the sale of United States War 
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and Savings Bonds and contributions 
to the Red Cross, The American Cancer 
Society, the Community Chests of 
America and other deserving causes, 
The Society has received citations from 
the Secretary of the Treasury and The 
Community Chests of America in ree- 
ognition of its public-spirited coopera- 
tion. 

For a number of years the articles in 
The New York Certified Public Ac- 
countant were mainly reprints of papers 
delivered at the Society’s monthly meet- 
ings. In recent years, the magazine in- 
creased its usefulness to the member- 
ship by publishing original articles on 
the many complex and diversified prob- 
lems confronting the profession. With 
the impact of high wartime taxes on the 
national economy, the magazine has 
featured many articles on excess profits 
taxes and other tax subjects by out- 
standing authorities. The ‘Professional 
Comment” section of the magazine, in- 
stituted in 1941, has been revitalized to 
present a stimulating digest and discus- 
sion of matters affecting the public 
accountant, as evidenced by current ac- 
counting literature, court decisions, re- 
search bulletins, legislation, government 
departmental releases and talks before 
professional societies. Recent issues 
have also included reviews of current 
accounting literature. The February, 
1947, issue inaugurated a new depart- 
ment devoted to a discussion of New 
York State and local tax problems. 


The New York Certified Public Ac- 
countant has, at present, a monthly cir- 
culation of 6,600 copies, including 
subscriptions from non-members, 
student subscriptions (at a special 
dent’s subscription price of $1.75) 
150 copies issued to libraries and 
leges. 

The high standing achieved by the 
Society’s magazine is a matter of public 
record. Based upon a survey of the 
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monthly and quarterly publications is- 
sued by the various State Societies of 
Certified Public Accountants, The 
South Dakota Certified Public Account- 
ant in its Summer, 1946, issue, stated: 

“Of those examined The New York Cer- 


tified Public Accountant rated the highest 


from the standpoint of contents, arrange- 
ments and general appearance. Each issue 
carries from five to ten pages of advertis- 
ing mostly by manufacturers of equipment 
and supplies. The articles are well-written 
and are interesting and authoritative.” 


Year Books 


The Society has issued a Year Book 
each year, from 1907 to date, with the 
exception of the year 1909. The first 
if issues consisted of approxi- 
mately 50 pages each; thereafter, the 
issues gradually increased in size, the 
last six containing approximately 250 
pages each. Each of the Year Books 
included a roster of the officers, direc- 
tors, members and associates, a listing 
of the members of committees and a 
transcript of the Society’s Certificate 
of Incorporation and By-Laws, as well 
as the State Law regulating the prac- 
tice of accountancy. Commencing with 
the 1911 Year Book, the annual reports 
of the President, Secretary and Treas- 
urer were also inserted. In addition to 
the growing membership list, the in- 
rease in size of the Year Book was 
also attributable to the inclusion, since 
1940, of the reports of the various 
standing and technical committees. 
These reports indicate the very con- 
siderable amount of time and effort 
devoted to the furtherance of the Soci- 
ety objectives by the various commit- 
tees, as well as the results of their 
deliberations and efforts. The recent 
Year Books also included a statement of 
the scope of activities for each of the 
Society’s numerous committees; this 
was originally published in October, 
1938, as a ‘““Manual for Committees.” 

The first Year Book, published in 
1907, briefly recounted the activities of 


the Society since its inception in 1897. 
In order to obtain a more complete 
picture of events during that early, 
formative decade, Mr. Norman E. 
Webster, our historian, was chosen to 
fill in this gap. His research resulted in 
the publication, in 1939, of a Ten-Year 
Book covering the period 1897-1906. 
There was also included therein a re- 
sumé of the events of the next four 
years (1907-1910) inasmuch as the 
Year Books for that period were rather 
incomplete. 


Membership Directories 

Recognizing a need felt by the finan- 
cial and credit fraternity, the Society 
published a Directory of Members in 
1926 and annually thereafter. The first 
Directory had a circulation of 5,000 
copies; the 1946 Directory, consisting 
of 7,000 copies, was distributed to 
bankers, credit men and business or- 
ganizations. 

In 1946, there was published a 58- 
page Roster of Members of the Society 
who served in the Armed Forces in 
World War II. It is a record of historic 
interest, detailing the rank, decorations, 
length of service and other information 
relative to the 904 Members and Asso- 
ciates of the Society, who served their 
country in the various branches of the 
Armed Forces, including nine who 
made the supreme sacrifice in the per- 
formance of their duty. 


Special Bulletins and Booklets 


In addition to the regular, periodic 
publications described above, the So- 
ciety has issued, from time to time, a 
great many special bulletins and book- 
lets on diverse subjects for distribution 
to its members and others. Unfortu- 
nately, many of the bulletins, reports 
and pamphlets published prior to 1923 
are unavailable, because no central file 
was maintained in those days and those 
stored in the Secretary’s basement were 
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reported to have been destroyed by a 
flood. 

The special bulletins and booklets 
covered a wide range of topics, in- 
cluding, inter alia, accountants’ reports, 
inventory verification, accounting re- 
quirements under the Federal Securities 
Act and National Industrial Recovery 
Act, educational qualifications for those 
entering the accounting profession, ex- 
tensions of auditing procedure, relations 
between accountants and bankers, tax 
legislation, proposed state legislation 
affecting the practice of accounting, and 
reports of technical committees. 

To apprise the membership regarding 
the evolving standards of accounting 
and auditing procedure and practice, the 
Society has reprinted and distributed to 
its members the Accounting Research 
Bulletins and Statements on Auditing 
Procedure issued by the American In- 
stitute of Accountants during the period 
from 1939 to 1946. 

During the war years, the Society 
issued a series of releases on wartime 
problems and selective service require- 
ments affecting the profession which 
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were favorably received by the mem. 
bers harassed by the confusing regula- 
tions and restrictions of those hectic 
days. 

In 1945, the American Institute of 
Accountants published a volume on 
Contemporary Accounting, intended 
primarily as a refresher course for re- 
turning veterans. Among the contribut- 
ing authors of this book were many 
members of the Society. In line with its 
program of assisting veterans to resume 
their professional status, the Society 
defrayed part of the cost of this book 
purchased by former service men. 


* * * 


It has been said that the culture and 
civilization of a nation are mirrored in 
its books, art, music, customs and tra- 
ditions passed on as a heritage from one 
generation to the next. It can likewise 
be said that the publications of the 
Society reflect and commemorate the 
professional progress and __ prestige 
which it has achieved during the past 
half-century. 
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The Role of the Society in 


Accountancy Education 


By EMANUEL Saxe, C.P.A. 


The Genesis of Certified Public 
Accountancy 


HE profession of certified public 
5 imine was born in this coun- 
try on April 17, 1896, when the first 
C.P.A. law “ was signed by the Gov- 
ernor of the State of New York. The 
full text of that act was brief: 


Section 1. Any citizen of the United 
States, or person who has duly declared 
his intention of becoming such citizen, re- 
siding or having a place for the regular 
transaction of business in the state, being 
over the age of twenty-one years and of 
good moral character, and who shall have 
received from the regents of the university 
a certificate of his qualifications to prac- 
tice as a public expert accountant as here- 
inafter provided, shall be styled and known 
as a certified public accountant; and no 
other person shall assume such title, or 
use the abbreviation C.P.A. or any other 
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(1) Laws of 1896, Chap. 312. 


words, letters or figures, to indicate that 
the person using the same is such certified 
public accountant. 

Section 2. The regents of the university 
shall make rules for the examination of 
persons applying for certificates under this 
act, and may appoint a board of three 
examiners for the purpose, which board 
shall, after the year eighteen hundred and 
ninety seven, be composed of certified pub- 
lic accountants. The regents shall charge 
for examination and certificate such fee 
as may be necessary to meet the actual 
expenses of such examinations, and they 
shall report, annually, their receipts and 
expenses under the provisions of this act 
to the state comptroller, and pay the bal- 
ance of receipts over expenditures to the 
state treasurer. The regents may revoke 
any such certificate for sufficient cause 
after written notice to the holder thereof 
and a hearing thereon. 

Section 3. The regents may, in their dis- 
cretion, waive the examination of any per- 
son possessing the qualifications mentioned 
in section one who shall have been, for 
more than one year before the passage of 
this act, practicing in this state on his own 
account, as a public accountant, and who 
shall apply in writing for such certificate 
within one year after the passage of this 
act. 

Section 4. Any violation of this act shall 
be a misdemeanor. 

Section 5. This act shall take effect im- 
mediately. 


In its principal features, this law 
served as the model for all later enact- 
ments on the same subject by other 
states until 1924. 

The first members of the Board of 
Examiners were appointed by the Re- 
gents in October, 1896, and the Board 
proceeded, pursuant to the law, to li- 
cense the first group of fifty-eight Certi- 


(2) “Legislation for the Profession in the United States”, by Durand W. Springer. 
Proceedings of the International Congress on Accounting, New York, 1929; p. 283. 
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fied Public Accountants in December, 
1896. Some of these, in turn, soon 
banded together as a professional group 
and on January 25, 1897, completed the 
execution of the Certificate of Incorpa- 
ration of The New York State Society 
of Certified Public Accountants. 

Around this time public accountants 
recruited their staffs principally from 
the ranks of experienced bookkeepers.© 
The Wharton School of Finance and 
Economy (now Finance and Com- 
merce) had recently been founded in 
1881, in Philadelphia. The establish- 
ment of Schools of Commerce at the 
Universities of Chicago and California 
was soon to follow in 1898.) Never- 
theless, young men entering the ac- 
counting profession were generally 
trained under the apprenticeship sys- 
tem in the school of experience, a 
lengthy and costly process.) There 
was also a distinct paucity of suitable 
texts on accounting subjects, particu- 
larly those illustrative of the American 
theory and practice.“ 

In the meanwhile, the Regents had 
promulgated their first set of “Rules 
for Public Accountants’ Examinations 
and Certificates’) on October 15, 


1896, which prescribed four examina- 
tion sessions of three hours each in the 
fields of Theory of Accounts, Practical 
Accounting, Auditing, and Commercial 
law, in a single examination.) The 
first CPA syllabus for the use of can- 
didates preparing for these examina- 
tions was issued in September, 1900, by 
the College Department of the Univer- 
sity of the State of New York, follow- 
ing its preparation by Charles W. Has- 
kins, president of the Board of CPA 
Examiners, 

Under these circumstances, what was 
the aspirant for the newly created CPA 
certificate to do by way of education 
preparation? 


Early Movements in Accountancy 
Education 
New York University—School of 
Commerce, Accounts and Finance 
Realizing that “a profession is a 
calling for which one prepares himself 
by a course of broad and liberal study 
supplemented by adequate technical 
training, the whole undertaken with 
service to society as the end in view,’ 
the Society almost immediately after 
its organization sought to establish the 


(3) “The Correlation of Accounting Instruction in Universities with the Needs of the 


Public Accountants”, by Paul E. Bacas. 


Papers and Proceedings of the Sixth Association 


Meeting (Pittsburgh, Pa., 1921), Amer. Ass'n. of Univ. Instructors in Accounting, Vol. VI, 


No. 1, p. 38; April, 1922. 


(4) “Accountancy Views its Progress and Looks Ahead”, by Arthur H. Carter. The 
New York Certified Public Accountant, April, 1936; p. 10. 

(5) “Education for the Profession”, by John T. Madden. Proceedings of the International 
Congress on Accounting, Amsterdam, 1926; p. 576. 

(6) As a matter of fact, this situation prevailed until 1910. The works of Lisle, Dicksee, 
and Dawson and the publications of Gee and Co. were the principal textbooks used by our 


colleges until then. 


John T. Madden, op. cit., 


p. 574-5. 


(7) The Administration of the C.P.A. Law in New York State”, by Harlan H. Horner 


The New York Certified Public Accountant, January, 1935; 
Green; Standard Text Press, Brooklyn, N. Y.. 1930; 


Survey of Accountancy, by Wilmer L. 
p. 186. 


(8) Harlan H. Horner, op. cit., p. 34, Rules 7 and 8. 


p. 33. See, also, History and 


Except for the division of Prac- 


tical Accounting into two parts, the subjects remain the same today. 


(9)“The New York Certified Public Accountant Syllabus”, 
New York State Society of CPA’s., April, 1934; p. 8. 


Bulletin of The 


by Norman E. Webster. 
This syllabus was 


reissued in 1903 and 1907, and a revision was published in 1911 and reissued in 1912. Harlan 


H. Horner, op. cit., p. 51. 
(10) John T. Madden, of. cit., p. 580. 
by J. E. Sterrett, The Journal of Acc 


ountancy, Vol. I, No. 1, Nov. 


See, also, “Education and Training of a C.P.A.,,” 


1905; p. 1 
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proiession upon a sound educational 
foundation, as in the case oi other pro- 
fessions. At the meeting of November 
13, 1899, Mr. Henry R. M. Cook ad- 
dressed the members of the Society 
along these lines and secured the pass- 
age of a resolution authorizing the 
President to confer with the Trustees 
of what is now New York University 
with the object of there establishing a 
technical course of study in “subjects 
necessary to the special education of 
persons desiring to enter the profession 
and to become certified public account- 
ants,”"1)) 

Many conferences were had with the 
University authorities by President 
Haskins and the Committee on Univer- 
sity Conference, of which Mr. Cook 
was chairman, which culminated in the 
decision by the University, on July 28, 
1900, to establish such a course of 
study to be offered in the newly created 
School of Commerce, Accounts and 
Finance, beginning October 1, 1900.02) 

Classes were to be held at the Wash- 
ington Square center. The length of 
the course was fixed at two years, the 
classes meeting for two hour sessions 
five evenings a week. Minimum ad- 
mission requirements were established 
as those required for admission to the 
New York CPA examination.(% 

The tentative course of study, as 
worked out by the Society’s Committee, 
included (A) Accounting (Theory of 
Accounts, Practice in Accounting, and 
Auditing) ; (B) Finance (Money and 





(11) Thirtieth Anniversary Commemorative Book, 1927, pp. 20-21. 


Banking, Exchange, and Stocks and 
3onds); (C) Commercial Economics 
(Statistics, Taxation, Public Debt, and 
Economic History); and (D) Com- 
mercial Law.(4) 

The Faculty consisted of the Chan- 
cellor and fourteen officers of instruc- 
tion, of which six were members of the 
Society (Professors Haskins, Sprague, 
Lafrentz, Kittredge, Cook, and Brum- 
mer). As a mark of appreciation and 
recognition, President Haskins was also 
designated Dean of the Faculty.“5 It 
was his aim “to bring together in the 
school such a corps of trained educators 
and practicing accountants as would 
meet the educational requirements of 
the State Board of Examiners under 
the law of 1896."[® The Society thus 
became one of the principal sponsors of 
the fledgling school. 

Between fifty and sixty students were 
enrolled in the first classes 7) and 
their average age was about 30 years. 8) 
Lest the reader get the impression that 
everything was smooth sailing there- 
after, the following comment by Prof. 
Brummer, the Secretary of the Faculty, 
is revealing : 

“|, The accounting knowledge of the 

students was so ungraded, the knowledge 

of the teacher and his ability to teach was 
so uncertain, and the confidence of the 
scholars, who were continually asking for 
instruction in higher accountancy, was so 
wanting, that nothing but the persistent 
efforts and the personal encouragement 
and glorious example of Charles W. Has- 
kins kept the school from following in the 


footpaths of those schools which had gone 
before.” (19) 


Columbia University 


was also included in this resolution, but apparently did not react favorably to the proposition 


at this time. 


(12) Minutes of the Society Meeting, Dec. 10, 1900, Vol. I, p. 155. 


(13) [hid, p. 150. 
(14) [bid, pp. 152-4. 
(15) Jhid, p. 156. 


(16) Business Education and Accountancy, by Charles W. Haskins, edited by F. A. 


Cleveland, p. 19. Harper and Bros.. 


New York, 1904. 


(17) “The Inception and Foundation of the School of Commerce, Accounts and Finance”, 


by Leon Brummer. 
(18) Paul E. Bacas, of. cit., p. 38. 
(9) Leon Brummer, of. cit., pp. 254-5. 


The Journal of Accountancy, Vol. XI, No. 4, February, 1911; p. 254. 
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Columbia University—School of 
Business 


The resolution of November 13, 1899, 
insofar as it was also applicable to Co- 
lumbia University did not bear fruit 
until considerably later. In February, 
1916, the Trustees established Colum- 
bia’s School of Business whose faculty 
of 9 opened its doors to 61 students in 
September, 1916. While classes in ac- 
counting had been established prior 
thereto (Professor Montgomery having 
joined the Faculty in 1914, and Pro- 
fessor Kester in 1915), the School of 
Business did not emerge as a separate 
entity until 1916, 


Subsequent Developments in 
Accountancy Education 


Technical Lectures and Addresses 


Although the Society was successful 
in its efforts to establish a course of 
study in accountancy at the School of 
Commerce, Accounts and Finance of 
New York University, for candidates 
for the CPA certificate, it did not relax 
its educational efforts in the direction 
of improving the accounting knowledge 
and auditing techniques of the members 
of the profession. The minutes of its 
meetings during the first decade of its 
existence fully attest to the accomplish- 
ment of this aim. Thus, Prof. Anson O. 
Kittredge addressed the Society on 
“The Balance Sheet” (Nov. 11, 1901) ; 
Prof. Joseph F. Johnson spoke on “The 
Relation of Economics to Higher Ac- 
counting” (Dec. 12, 1901); Dr. John 
L. N. Hunt spoke on “Business Train- 
ing as Demanded by Modern Condi- 
tions” (Jan. 20, 1902); Joseph Hard- 
castle spoke on “Two Principles of Ac- 
count and the Bearings They Have 
Upon Accountancy” (March 9, 1903) ; 





Prof. Edward S. Meade spoke on 
“The Opportunity of the Accountant” 
(March 14, 1904) ; Francis How spoke 
on “Inventories and the Accountant’s 
Responsibility” (Jan. 8, 1906); John 
R. Loomis spoke on “Contents and 
Forms of Executors’ Accounts” (Dec. 
10, 1906) ; Thomas B. Dean spoke on 
“How to Conduct an Audit of Stock- 
holders’ Accounts” (Feb. 11, 1907); 
and Dr. Edward S. Meade spoke on 
“The Value of the Educational Move- 
ment Concerning Accountancy Now 
Being Attempted in Many States” 
(Oct. 21, 1907). Most, if not all, of 
these addresses were ordered printed 
and distributed to the members of the 
profession. As is well known to all, this 
practice of inviting eminent speakers to 
read authoritative papers before the 
Society is now a well established pro- 
cedure. 


Student Auxiliary Guilds 


An interesting educational innova- 
tion was authorized by the Society on 
January 18, 1909, when it directed the 
Directors to incorporate a_ students 
Auxiliary Guild. On October 11, 1909, 
the incorporation was reported accom- 
plished by the Committee on Further- 
ance, which further reported, on May 9, 
1910, the organization of two chapters 
at New York University, and Pace In- 
stitute. By this means, 

“The enthusiastic and ambitious student 
is given an opportunity of intercourse with 
those with whom he will some day asso- 
ciate himself professionally, and the kindly 
interest of those who have passed the pro- 
fessional portals, in these devotees of the 
science of accounts, will stimulate their 
efforts, and probably assist them along 
their pathway.” (21) 

These auxiliary guilds did not last 
too long and, some years later, their 


(20) “The School of Business”, Columbia Alumni News, Vol. XI, No. 33, May 28, 1920; 


pp. 621-3. 


(21) Minutes of the Society’s Annual Meeting, May 8, 1911, Vol. 5, p. 66. 
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use was once again suggested.‘?2) They 
were, however, not revived—probably 
because they had since been supplanted 
by student accounting societies under 
collegiate jurisdiction. 


Student Prizes 

As a means of stimulating high scho- 
lastic attainment by accounting stu- 
dents, the Society in its early days be- 
gan to award annual prizes for dis- 
tinguished scholarship. Thus, on June 
14, 1909, the Society voted an annual 
prize of $100 to the graduating senior 
at The School of Commerce, Accounts 
and Finance of New York University 
who was most proficient in his account- 
ing studies. (25) 

On April 12, 1915, two other prizes 
for proficiency were offered to students 
at Columbia University, in connection 
with the work in its Auditing Labora- 
tory,“@4) established by Col. Mont- 
gomery. 

More recently, upon recommendation 
of its Committee on Education, the Di- 
rectors authorized annual prizes of $25 
to students majoring in accounting, 
who are enrolled in institutions located 
in the State of New York and regis- 
tered by the State Education Depart- 
ment under Article 1498-a of the 
Education Law. (5) 


The College Graduation Require- 
ment 


By far the most momentous statu- 
tory change in the New York CPA 


law was accomplished by Chapter 261 
of the Laws of 1929, which effected a 
complete revision and enlargement of 
the basic law. Dissatisfaction with the 
poor showing on the CPA examination 
on the part of many candidates led to 
the inevitable stiffening of the educa- 
tional prerequisite for admission there- 
to. Paragraph 1498-a of the new law 
provided that on and after January 1, 
1938, every candidate for examination 
for the CPA certificate must be a 
graduate of an approved course of study 
at the collegiate level, following com- 
pletion of an approved 4 year high 
school course.“ The content thereof 
was divided—half to liberal arts sub- 
jects, and half to professional studies 
with a minimum of 24 hours in ac- 
countancy, 8 hours in commercial law, 
8 hours in finance and 6 hours in eco- 
nomics. (27) Recognizing that this statu- 
tory change was designed to raise pro- 
fessional standards, the Society assisted 
in successfully resisting subsequent at- 
tempts to repeal it.8) As of July, 1946, 
93 school or colleges in 34 States and 
the District of Columbia, had been ap- 
proved by the State Education Depart- 
ment as meeting the requirements of 
this section. ‘29 


The effect of this increase in the edu- 
cational prerequisites for admission to 
the CPA examination was mitigated 
somewhat by the Regents’ ruling (June 
13, 1929) granting 3 years of experi- 
ence credit to graduates of such ap- 
proved institutions.6 This rule repre- 


(22) “What Can We Do For the Student”, by Maurice E. Peloubet. The New York 
Certified Public Accountant, April, 1936; pp. 19-22. 

(23) Minutes of the Society Meeting, June 14, 1909, Vol. 3, p. 141. 

(24) Minutes of the Society Meeting, April 12, 1915, Vol. 5, p. 365. 

(25) Minutes of the Directors’ Meeting, June 12, 1941, Vol. 12, p. 2286. 

(26) Harlan H. Horner, op. cit., pp. 33 and 43. The Minutes of the Directors’ Meeting 
of April 12, 1929, Vol. 8, p. 1156, state, “The Committee on Legislation reported that the 
Society’s bill. . . had been made a part of the law designated as Chapter 261 of the Laws 


of 1920... .” 
(27) Ibid, p. 43. 


(28) Minutes of the Society Meeting, March 21, 1932, Vol. 9, p. 1431. 
_ 9) Handbook 14, Certified Public Accountancy (Law, Rules and Information), The 
University of the State of New York; July, 1946 


(30) Harlan H. Horner, op. cit., p. 37. 
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sented a further liberalization of the 
regulation of June 30, 1927, which al- 
lowed 2 years of experience credit to 
such graduates.) However, on March 
15, 1934, the Regents reverted to their 
former rule giving only 2 years of 
credit.52) This remains the rule today. 

In line with this statutory change, 
the syllabus of accountancy education 
was thoroughly revised and enlarged, 
largely through the efforts of the New 
York State Board of CPA Examiners, 
and was approved by the Regents on 
February 22, 1935. The Society and its 
Committee on Education cooperated 
fully in this worthy undertaking. 

The accounting: profession was quick 
to recognize the strengthening of the 
educational background of beginners in 
the field. Arthur H. Carter stated, upon 
the occasion of the celebration of the 
40th anniversary of the New York 
CPA law, that 


“Practicing accountants and _ business 
organizations are finding these schools 
. a fertile field from which their or- 
ganizations may be recruited. * * * The 
accounting school is now the common me- 
dium of induction into the profession. The 
standard of intellectual achievement is be- 
coming higher and it will continue to raise 

the standards of the profession.” (33) 

The Society’s Committee on Educa- 
tion, in a study of “representative ex- 
pressions from practicing certified pub- 
lic accountants who were employers as 
to the educational qualifications they 

ed os 

demanded or desired of new employes, 
indicated the composite opinion of 24 
replies to be that ‘fa general college 
education in addition to a technical ac- 
counting education is ground for a de- 
cided preference.” G4 

(31) Jhid, p. 36. 

(32) Ibid, p. 37. 

(33) “Accountancy Views Its Progress and 


New York Certified Public Accountant, April, 1936, pp. 10-11. 
Certified Public Account 1 
Ankers, The New York Certified Public Accountant, November, 1946; p. 638, 639. 


as a Requirement for 
(34) Report of the Committee on Education, 
Public Accountant, July, 1937; pp. 28-29. See, 


(35) John T. Madden, of. cit., pp. 574-5. 
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More recently, on June 10, 1943, the 
Society’s Board of Directors appropri- 
ated an amount not to exceed $5,000 
for the purpose of “assisting the State 
Education Department in compiling 
data with respect to applicants for the 
CPA examinations since January 1, 
1938, .. .”’ Pursuant to this resolution 
a comprehensive 20 page report, dated 
May 15, 1944, analyzing the results 
achieved on the CPA examination by 
2011 candidates from 55 schools was 
submitted by Eckesand Dean, C.P.A.’s,, 
to the New York State Department of 
Education and The New York State 
Society of Certified Public Account- 
ants, jointly. 


Development of Accounting Litera- 
ture and Improved Standards of 
Professional Practice 


Accounting Literature 

Reference was made in this paper to 
the paucity of accounting literature and 
textbooks at the turn of the century; 
also, to the fact that, excepting the 
Society’s publication of addresses de- 
livered at its meetings and the early 
volumes of The Journal of Account- 
ancy, American works on accounting 
and auditing did not appear in any con- 
siderable number until about 1910.°5 

Another article in this issue will 
trace in considerable detail the history 
of the Society’s publications. For the 
purpose of here including the educa- 
tional aspect of that story, suffice it t 
say that the Society published a quar- 
terly Bulletin from October, 1930, to 
July, 1934, and its magazine, The Nez 
York Certified Public Accountant, 


Looks Ahead”, by Arthur H. Carter, The 
See, also, “College Education 
ants in New York State”, by Raymond G 
dated May 3, 1937: The New York Certified 
also, the complete report (1937). 
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quarterly from October, 1934, to July, 
1938, and monthly from October, 1938, 
to date. In this fashion, a forum for the 
contribution and exchange of ideas and 
a means for the dissemination of tech- 
nical information of great educational 
value has been afforded to the members 
of the profession. 

Many special bulletins on subjects of 
vital interest were also published by 
the Society for the guidance of mem- 
bers, including a Report of the Com- 
mittee on Accountants’ Reports (Jan., 
1927) ; a Report of the Committee on 
Inventory Valuation (Mar., 1930) ; 
The Outlook for Accounting Students 
in Accountancy, by Thomas W. Byrnes 
(Feb., 1934) ; ete. 

A noteworthy event in the history of 
the Society’s educational activities was 
its contribution, in 1917, of the sum of 
$10,000 to the Endowment Fund of the 
Library of the American Institute of 
Accountants.@® As a result of arrange- 
ments with the Institute, the member- 
ship is now privileged to use the finest 
technical library on accountancy in the 
world. 


Standards of Professional Practice 


The Society has always manifested a 
deep interest in all efforts to improve 
the standards of professional practice 
and to keep its members currently in- 
formed of all important developments 
in this direction. 

Thus, in 1929, when the Federal Re- 
serve Board published the revised pam- 
phlet entitled Verification of Financial 
Statements, the Society expressed ap- 
proval of the program therein contained 
and encouraged its members 

“to regard the suggestions which the 


pamphlet contains as a guide which may be 
adopted as a standard of practice, any 





radical departure from which should be 

fully explained.” (37) 

Following the decision of the New 
York Court of Appeals in the Ultra- 
mares case, the Society approved so 
much of the report of its Joint Commit- 
tee on Classification of Accountancy 
Services and Appropriate Certificates 
as related to classification and published 
and distributed it under the caption, 
Tentative Classification of Accountancy 
Services.@8) This piece of research was 
undertaken in order to educate the pub- 
lic and the profession as to the nature 
of the services which the professional 
accountant may be called upon to ren- 
der. 

Once again, in 1936, the Directors of 
the Society considered the pamphlet of 
the American Institute of Accountants 
entitled Evamination of Financial State- 
ments, and recommended its use to the 
membership as a guide to auditing pro- 
cedure reflecting the then current prac- 
tice, but cautioning that changing con- 
ditions might alter the procedures 
therein outlined.G® 

In 1939, following the McKesson & 
Robbins case, the Society’s Special 
Committee on Auditing Practice and 
Procedure presented and distributed its 
report entitled Extensions of Auditing 
Procedure, with particular regard to 
inventories, receivables, the appoint- 
ment of independent certified public 
accountants, and the form of the inde- 
pendent certified public accountant’s 
report. This report of May 22, 1939, 
as modified and approved on December 
5, 1939, constituted a contribution of 
the greatest importance to the literature 
on accepted auditing practice. 

In addition, in 1943 the Society dis- 
tributed to all of its members a com- 
plete set of all Accounting Research 


(36) Minutes of the Society Meeting, Oct. 8, 1917; Vol. 6, p. 476. 
(37) Minutes of the Society Meeting, Oct. 16, 1929; Vol. 9, p. 1199. 
(38) Minutes of the Society Meeting, Oct. 14, 1931; Vol. 9, p. 1380. 
(39) Minutes of the Directors’ Meeting, March 19, 1936; Vol. 10, p. 1804. 
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Bulletins and Statements on Auditing 
Procedure theretofore issued, respec- 
tively, by the Committees on Account- 
ing Procedure and on Auditing Proce- 
dure of the American Institute of Ac- 
countants; subsequent Bulletins and 
Statements have likewise been distrib- 
uted to the membership upon their issu- 
ance by the Institute. These important 
pronouncements have served to keep 
the membership always informed and 
up-to-date with respect to standards of 
professional practice. 


Special Technical Committees 


In order to assist younger members 
of the Society anxious to increase their 
knowledge, as well as to make more 
technical information available to mem- 
bers in active practice, the President 
was authorized, at a special meeting 
held on September 25, 1923, to appoint 
an indefinite number of special com- 
mittees on technical subjects. President 
Montgomery thereupon appointed 42 
such special committees, and the reports 
of the proceedings and work of these 
committees, published in the Society’s 
bulletins and magazines have gone far 
to advance the technical knowledge of 
the members and the standards of their 
practice. 


Educational Problems of the 
Veteran 


The records of the Society show that 
904 members and associates served in 
the Armed Forces during World War 
II.(4) The principal educational serv- 
ices rendered by the Society to these 
returning veterans may be summarized 
briefly in the following excerpts from 
the report of the Committee on Cooper- 
ation with Veterans to the Board of 
Directors: 


“Copies of ‘Contemporary Accounting,’ a 
book published by the American Institute 
of Accountants and described as ‘A Re- 
fresher Course,’ were made available to 
veteran Society members at $3.75 per Copy. 
This price is 50% of the special price at 
which the American Institute of Account- 
ants offered the book to veterans. The So- 
ciety paid the balance from its funds. 715 
copies were sold to Society members who 
are or have been in the Armed Forces 
during World War II. 


In May and June, 1946, the Society offered 
a reorientation course for veterans and 
arranged for leaders of the profession to 
present subjects of special interest and to 
conduct discussion periods following the 
lectures. A total of 199 veteran members 
registered for the fourteen-session course. 
The attendance averaged 116 and the maxi- 
mum attendance at any one session was 
153. No charge was made to the members 
for this course.” 


Current Educational Problems 


No summary of the educational his- 
tory of the profession during the past 
half century would be complete without 
a statement of the educational prob- 
lems presently confronting us. 


First of all, there is the perennial 
problem of attracting to the educative 
process the candidates most suited to 
accounting training. As early as 1909, 
the Society was engaged in considering 
projects “with the view of presenting 
to popular notice some permanent form 
of publicity which may appeal to great 
numbers, and at the same time attract 
good material to the profession. . . .”“+) 
The Society’s Committee on Education 
has recently been requested by the 
Board of Directors to prepare a booklet 
designed to accomplish virtually the 
same purpose. The Institute’s research 
project on the selection of accounting 
personnel is well under way, and consid- 
erable progress is reported to have been 
made in the construction of general 
aptitude and achievement tests in the 
field of accounting. 


(40) Roster of Members of The New York State Society of Certified Public Accountants 


who served in the Armed Forces in World War II. 


(May, 1946.) 


(41) Minutes of the Society’s Annual Meeting, May 10, 1909, Vol. 3, pp. 124-5. 
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The professional examination for the 
certificate of Certified Public Account- 
ant has recently been under scrutiny 
from the viewpoint of its reliability, 
i.e., how accurately and consistently it 
measures the type of ability that it pur- 
ports to measure. The Society's Com- 
mittee on Education has begun a study 
of one phase of this problem. One sug- 
gestion that has been made to the Com- 
mittee would require each candidate to 
take a fifth examination in actual ac- 
counting and auditing practice upon 
completion by him of the experience 
requirement. (42) 

A recent study of the subject of “Col- 
lege Curricula for Accounting Stu- 
dents,” conducted jointly by commit- 
tees representing the American Insti- 
tute of Accountants and the American 
Accounting Association developed the 
conclusion that while, in general, col- 
lege training in accounting principles 
is satisfactory, a serious weakness is 
present in the type of instruction usu- 
ally offered in auditing.“9) This is not 
a novel contention, and it is the basis 
for the recommendations, now fre- 
quently made, (1) to develop audit 
case materials suitable for instructional 
purposes and (2) to provide interne- 
ships for students so that the .school 
training may be “supplemented by ac- 
tual field experience under the skillful 
supervision of the practitioner.’’(44) 





Other present educational problems 
and needs include the development of 
the use of audio-visual aids to teaching, 
the preparation of technical accounting 
textbooks which utilize modern peda- 
gogic methods to the fullest extent 
possible, and the selection of competent 
teaching personnel from the ranks of 
experienced practitioners. 


Conclusion 


Fifty years have passed since the 
New York CPA law was passed and 
the Society was founded. Among the 
objectives of the Society stated in its 
amended (1929) certificate of incorpo- 
ration are found the following: 


“To cultivate, promote and disseminate 
knowledge and information concerning ac- 
countancy and subjects related thereto; to 
furnish information regarding accountancy 
and the practice and methods thereof to its 
members, and to other persons interested 
therein... ; to promote reforms in the 
law; to provide lectures, and to cause the 
publication of articles, relating to account- 
ancy and the practice and methods thereof ; 
to establish and maintain a library, and 
reading rooms...;... and to do any and 
all things which shall be lawful and appro- 
priate in furtherance of any of the pur- 
poses hereinbefore expressed.” 


It may truly be said, in retrospect, 
that these educational objectives have 
been faithfully and fully carried out 
throughout the first half-century of the 
Society’s existence. 


(42) Strangely enough, history repeats itself. This very same suggestion was twice made 


forty years ago! Cf. “Establish Preliminary Examination in Law and Economics”, by 
Edward S. Meade: The Journal of Accountancy, Vol. III, No. 3, Jan., 1907, p. 194; also, 
“Reorganize the CPA Examinations”, by J. E. Sterrett, ibid, p. 208. 

(43) Raymond G. Ankers, of. cit., p. 640. See, also, “The Educational Program of The 
American Institute of Accountants”, by T. W. Leland. The Ohio Certified Public Account- 


ant, Winter, 1945; p. 16, 19. 


(44) John T. Madden, of. cit., p. 579. Cf. “Whose Fault Is It?” by Charles Hecht in 


The Accounting Forum, May, 1946; 


p. 15, 17. Therein, Mr. Hecht criticizes practitioners 





for failing to assume their share of the burden of staff training after the student’s graduation. 
See, also, another study by the writer, “Education for Public Accountancy”, The New York 
Certified Public Accountant, November, 1946; p. 643; reprinted in The Accounting Review, 
Jan., 1947, p. 28. 

(Ed. Note: The foregoing article was written before the enactment of the Oliver Bill 
on March 24, 1947, as Chapter 340 of the New York Laws of 1947.) 
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Background of the New York State C.P.A. 
Law of April 17, 1896, and its 


Subsequent Amendments 


By NorMAN E., 
oy HIS story is in response to a re- 
quest for an article about the per- 
sons, events and conditions preceding and 
leading up to the enactment of the first 
Certified Public Accountant Law. But 
where to begin? Many persons speak of 
the profession as having originated in 
1896. But that is contradicted by Sec- 
tion 3 of the CPA Law of 1896 which 
expressly recognized that there were 
persons “who shall have been, for more 
than one year before the passage of this 
act, practising in this State on his own 
account, as a public accountant.” 

City directories are like dictionaries 
not only in that they change the subject 
so often but also because they are in- 
formative and interesting. And this is 
true of obsolete issues as well as cur- 
rent ones. British directories listed 14 
public accountants in Edinburgh in 
1774, 6 in Glasgow in 1783, and 5 each 
the first New York City directory listed 
3 here in 1786. But even that was not 
the beginning of the public practice of 
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Board of C.P.A. Examiners since 
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He has written many articles prin- 
cipally on accountancy education and 
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accountancy here because announce- 
ments by public accountants appeared 
in New York newspapers in 1775, 1772, 
1750, 1731, and 1729. And in 1652 the 
Holland directors of the New Amster- 
dam Company sent over here an ac- 
countant to prepare the statements of 
its business which they had not received 
from the bookkeeper Johannes Dyck- 
man whom they had sent here the pre- 
vious year. 

The directories show that the num- 
ber of public accountants in New York 
City increased slowly but gradually 
in London and Liverpool in 1790. And 
from 1786. The adoption of the corpo- 
rate form for business organizations 
was accelerated during the later part of 
the 19th century and the number of ac- 
countants in public practice then in- 
creased more rapidly. 


3ut public accountancy was not con- 
fined to New York City—While my 
information as to the up-State cities is 
far from complete, it shows that during 
1860 to 1885 there were public account- 
ants in Buffalo, Elmira, Schenectady, 
Syracuse and Troy. And even earlier 
one public accountant was listed in 
Rochester from 1834 to 1851 and one in 
Utica from 1828 to 1872. And if we 
think that the entry of women into pub- 
lic practice is only of recent years, it is 
interesting to learn that Florence Crow- 
ley was listed as an accountant in the 
New York directories during 6 years, 
1797 to 1802. 

The previously-mentioned newspaper 
announcements by public accountants 
during the 18th century suggest that 
most of their engagements may have 
been upon the accounts of executors, 
rustees, dissolving partnerships and 
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bankruptcies. Perhaps this was also 
true of the examinations which their 
successors made during the major part 
of the 19th century. 

As the calls for the services of pub- 
lic accountants grew and their numbers 
increased, it is probable that they came 
into contact more often than before, 
perhaps at times in the performance of 
their work—as where two men engaged 
upon the same matters but for oppos- 
ing clients—and more often for con- 
ference about novel situations which de- 
veloped in their practices. Out of such 
meetings two other developments seem 
to have had their start. And these de- 
velopments like that of public practice 
itself probably were the result of the 
temporary or permanent residence here 
of accountants who had been trained 
for and begun their practice in Great 
Britain. The history of public account- 
ancy in the United States has as a back- 
ground the similar story of the profes- 
sion in Great Britain. But there is not 
time or space to cover that in this paper. 

Although information as to the names 
and personal histories of the British 
accountants who came to New York is 
far from complete and satisfactory, a 
little is known, David Franks who com- 
piled the first two issues of the New 
York Directory came from Dublin 
where his father was an attorney. And 
his son Moses with whom he opened an 
office for the public practice of account- 
ancy came here directly from Bristol. In 
his “Recollections of the Early Days”, 
James T. Anyon mentioned a few ac- 
countants in practice in New York 
when he came here in 1887 of whom at 
least two had come from England. One 
was James Yalden who was in practice 
in London in 1870 or earlier and who 
came here in 1876. Another was Wil- 
liam H. Veysey who was born in 1826, 
was listed in New York directories 
from 1871, and who announced that he 
established his practice here in 1866. 
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From these men and others who mi- 
grated here, as well as from publica- 
tions and correspondence, accountants 
here had the opportunities for learning 
of the development of accountancy in 
Great Britain. 

Perhaps the two developments here 
were influenced or even suggested by 
actions taken by the profession on the 
other side. The earliest magazines for 
the profession in Great Britain were 
The Accountant, London, begun in 
1874 and The Accountants Magazine 
of Scotland started in 1895. In New 
York the first accounting periodical 
was The Bookkeeper begun in 1880. 
And despite its modest size and limited 
circulation this little fortnightly publica- 
tion exercised a great influence under 
the direction of its editors Selden R. 
Hopkins and Charles Ezra Sprague, 
both of whom were accountants in pub- 
lic practice and the authors of books on 
accounting as well as contributors of 
articles on accounting subjects to other 
publications. 

The other action in Great Britain 
which influenced accountancy here was 
that of the organization of accountants’ 
societies. A society was formed in Edin- 
burgh in 1853, in Glasgow in 1854, in 
Aberdeen in 1866. And in England 
societies were formed in Liverpool and 
London in 1870 and in Manchester in 
1871—these three with others consoli- 
dated in 1880 into the Institute of 
Chartered Accountants in England and 
Wales. In New York the Institute of 
Accounts was organized in 1882, and 
the American Association of Public Ac- 
countants in 1887. The membership of 
the Institute included accountants in 
private employment, but the members 
of the Association were all in public 
practice. 

Both societies were interested in edu- 
cation, the Institute primarily for its 
members, the Association for the staffs 
of its members and those wishing to 
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enter the profession. And each wanted 
to secure for its members some dis- 
tinctive recognition by the public. The 
Institute provided for its members a 
series of technical lectures and a course 
of study and it arranged for examina- 
tions giving to those who passed the 
title of “Certified Accountant.” The 
Association looking further to the fu- 
ture applied to the Regents of the Uni- 
versity of the State of New York fora 
charter for a College of Accounts em- 
powered to confer degrees. But when 
it developed that such a program would 
necessitate financing beyond what was 
then practicable it accepted a charter 
for the New York School of Accounts, 
provided the required guaranty fund, 
arranged the curriculum, and secured 
accountants for various places on the 
faculty. And although the School was 
not largely attended and lasted for only 
one year, it seems to have been useful 
because it demonstrated that the next 
effort should be made in a somewhat 
different way. 

In Great Britain it had long been a 
custom to utilize private organizations 
for semipublic purposes. And it was 
in line with that custom that the grant- 
ing to qualified persons of the certificate 
as Chartered Accountant was lodged 
in the professional societies, both those 
already mentioned herein and also 
others subsequently organized. But that 
procedure was never adopted here to 
the same extent and it seemed that gov- 
ernmental recognition here of the pro- 
fession of public accountancy might 
only be secured by State legislation. 
Whether the initial steps toward that 
end were taken directly by the two 


societies in this State — as by the 
appointment of committees for the pur- 
pose — or by individuals who were 


members of the societies is not clear 
and may be of only minor importance. 
However it is certain that within a 
few months after the surrender of the 
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charter of the New York School of Ac- 
counts the matter of such legislation 
was considered by at deast one member 
of the Institute and one of the Associa- 
tion, 

In a paper on “The Genesis of the 
CPA Movement” which George Wil- 
kinson read at the Pittsburgh meeting 
in 1927 of the American Society of 
Certified Public Accountants, he seemed 
to give priority to the Institute of Ac- 
counts, but it may not have been for 
long. He wrote that “some years before 
any definite action was taken at Albany 
he—Major Henry Harney, president 
of the Institute—had committed his 
ideas to paper, in the privacy of his own 
study at home.” This may have dated 
his work about 1891 or 1892 when the 
Association was seeking recognition of 
the profession by degrees to be granted 
by its proposed College of Accounts. 
And if that was the fact then the two 
societies were working for similar ends 
but by different methods. 

Early in 1895 both societies had bills 
introduced in the Legislature. The As- 
sociation’s bill prepared by Francis 
Gottsberger was introduced on Febru- 
ary 20, and the Institute’s bill prepared 
by Henry Harney early in March. Both 
bills contained restrictive provisions 
which, however, differed materially in 
their application. The Association’s bill 
provided—“that no person shall prac- 
tice as a public accountant after the 
passage of this act unless he be licensed 
by the Regents of the University of the 
State of New York.” That bill did not 
name a title for those so licensed. The 
Institute’s bill provided—‘“that after 
July 1, 1896, only Certified Public Ac- 
countants should be appointed or em- 
ployed to act as examiners of accounts, 
expert accountants, or paid auditors by 
courts, administrators, receivers, state, 
county or municipal officers.” Before 
the end of the legislative session the As- 
sociation’s bill with its restriction of 
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practice to those licensed by the Regents 
was dropped. And then the Institute’s 
bill in the Senate was defeated because 
of its provision whereby stated account- 
ing engagements would be restricted to 
Certified Public Accountants. 


Up to this point the two bills, one in 
the Assembly and the other in the 
Senate had been promoted by a Com- 
mittee of 14, consisting of 8 from the 
Association and 3 each from the Insti- 
tute and a group of outsiders. And the 
Committee had sent 5 accountants to 
Albany to urge passage of the bill. The 
next year, 1896, the Association ap- 
pointed a Committee of 3 to press for 
the Institute bill from which the re- 
strictive provision had been deleted. Its 
members were Frank Broaker, William 
Sanders Davies and James Yalden. Mr. 
Davies stated that he worked for the 
bill only in New York City, that James 
Yalden was inactive, but that Frank 
Broaker spent nearly all his time in 
Albany and that without his efforts the 
bill would not have passed in 1896. 
That statement made 40 years later was 
in line with the current action of the 
American Association of Public Ac- 
countants, which “for the splendid work 
he had done in securing the passage of 
the law” passed a vote of thanks to 
Frank Broaker. 


This first CPA Law approved April 
17, 1896, has been altered in only a 
few particulars most of which were as 
to administrative matters. In 1901 the 
waiver was reopened but only for those 
who could have applied in 1896. And 
even with that only 176 waiver certifi- 
cates have been issued in this State. In 
1913 provision was made for the rec- 
ognition by New York of certificates is- 
sued by other States. This provision 
which has come to be known as indorse- 
ment is not dependent upon reciprocal 
recognition of New York certificates. 
In 1929 various administrative details 
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were provided for—the Board of Ex- 
aminers was enlarged, the Council on 
Accountancy and the Grievance Com- 
mittee were created and the powers and 
duties of each were prescribed. 

However the 1929 amendment intro- 
duced an important change in the re- 
quired qualifications for the certificate. 
It provided that “every candidate for 
examination for a certificate as a certi- 
fied public accountant shall present evi- 
dence that he has satisfactorily com- 
pleted the course of study in a college 
or school of accountancy registered by 
the department as maintaining a proper 
standard.” But even this became effec- 
tive only on January 1, 1938. 

Except this additional educational 
requirement and for the added admin- 
istrative provisions which experience 
had shown to be desirable, the CPA 
Law today is the same as it was in 
1896. But no law is effective by itself. 
It must depend upon the wisdom, dis- 
cretion and activity of administrative 
officials. They as much as the statute 
are necessary for the accomplishment 
of the purposes of any law. And in this 
respect public accountancy in this State 
has been fortunate in the personnel of 
the Board of Regents, the State Educa- 
tion Department, the Board of CPA 
Examiners, the Council on Account- 
ancy, the Grievance Committee, and the 
New York State Society of Certified 
Public Accountants, all of whom with 
the statute have contributed to the re- 
spect with which the business com- 
munity regards ours, the first Certified 
Public Accountant Law. 


Note: After the foregoing was in 
type the author wished it made clear 
that his statements as to the number of 
waiver certificates and as to the con- 
tributions to the Law by the Board of 
Regents and State Education Depart- 
ment were written before the recent 
enactment of the Oliver Bill. 





50 Years of Development of 


Accounting and Auditing — 


Principles, Procedures and Methods 
By Maurice E, Perovuset, C.P.A. 


Principles, Practices, Procedures and 
Methods 
Principles never change. They may 
be discovered, forgotten and redis- 





Maurice E. Perouset, C.P.A., 
holds certificates from the States of 
New York, New Jersey and Texas. 
He became a member of our Society 
in 1923, has been Chairman or a 
member of several committees, and 
served as a member of the Board of 
Directors. 

He has also been active in other 
accounting organizations, having 
been vice president of the American 
Institute of Accountants, member 
of council, chairman of the board 
of examiners and has been chairman 
or member of a number of commit- 
tees. He has been president of the 
New Jersey Society of Certified 
Public Accountants and has _ held 
other offices in that society. 

He is a member and _ national 
director of the National Association 
of Cost Accountants, a member of 
the Accountants Club of America, 
and a director of the Arbitration 
Association of America. 

He has been a consultant to the 
War Production Board and to the 
U. S. Navy Department and was in 
charge of an accounting survey in 
Europe for the U. S. and British 
Combined Chiefs of Staff. 

He is the author of “Audit Work- 
ing Papers” and has been a contrib- 
utor to the Journal of Account- 
ancy, the Bulletins of the National 
Association of Cost Accountants 
and other accounting and business 
publications. 

Mr. Peloubet has been a partner 
in the firm of Pogson, Peloubet and 
Co. since 1921. 














covered but they are still the same. 
Practices and procedures which carry 
out the principles are always in a state 
of flux and development in any sort of 
an expanding or dynamic economy. 
Certainly the economy of the United 
States, in the last fifty years, has been 
an expanding and dynamic one. But 
let us look first at the principles which 
do not change. 


In accounting we have, first of all, 
the principles of double entry. Double 
entry bookkeeping is, without doubt, 
one of the most fundamental control 
devices ever conceived of by the mind 
of man. There is literally no situation 
which requires the recording of units 
of money or quantities to which it can 
not apply. Its simple equations are just 
as true for a nation-wide public utility, 
such as the American Telephone and 
Telegraph Company, as they are for 
the corner grocery. These principles 
have not changed in the past fifty 
years, and will not change. 


The principles of preparing state- 
ments are still the same as they ever 
were; that is, an orderly arrangement 
of fully disclosed and significant facts 
in the most easily understood form. 
The fathers of the profession under- 
stood this principle as well as we do 
although the applications of the prin- 
ciple have developed greatly in the past 
fifty years. The principles of a con- 
solidated balance sheet were under- 
stood fifty vears ago, that is, that a con- 
solidated balance sheet should show the 
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picture of an enterprise rather than 
a conglomeration of corporate entities. 

The basic principles, the aims and ob- 
jectives of accounting, have not changed 
in the past fifty years. So it is with 
auditing. The purpose of the auditor 
in 1897 was precisely that of the auditor 
today; that is, to satisfy himself of the 
substantial accuracy of statements 
which he was signing and to prevent, 
so far as it lay within his power, fraud 
and misappropriations of funds. The 
ethical principles of the practitioner in 
1897, while not expressly formulated, 
were no different than they are today: 
he held it to be his duty to be fair to 
his fellow practitioners, to give his 
client the best services of which he was 
capable, and to make full and adequate 
disclosures in his statements to third 
parties. The exact manner in which 
these principles were to be carried out, 
however, was quite different in 1897 
than it is now. 


The responsibility of the accountant 


to third parties was well understood but 


not legally established. One of the 
fathers of the profession, practicing at 
about the turn of the century, had one 


final test for adequacy of his statements 


for third parties. He would look at the 
statement and say “What will this do 
to the widows and orphans?” In other 
words, he had the defenseless and un- 
informed security holder in his mind 
as the party he was really serving. 


There are few of our present auditing 
devices which were unknown to the 
ers of the profession. The obser- 
vation of physical inventories and con- 
firmation of accounts receivable were 
widely, if not universally, practiced 
early in the century, and their recent 
revival is not the establishment of 
something new. It is rather the regain- 
ing of something we had “loved long 


since and lost a while. 


Requirements Fifty Years Ago 


If it is true that there has been no 
substantial change in the principles un- 
der which the best of the earlier prac- 
titioners worked and those under which 
capable and ethical practitioners now 
carry on their practice, what is the na- 
ture of the progress of accounting and 
auditing in the last fifty years? It is, 
I think, rather a process of adaptation 
and development. It is not the inven- 
tion or promulgation of new and basic 
principles. This becomes somewhat ob- 
scured when we look at the immense 
and rather appalling diversity and com- 
plexity of accounting and auditing 
practice at the present time compared 
with the simplicity of fifty vears ago. 
Fifty years ago, in fact we might al- 
most say up to the effective date of the 
Sixteenth Amendment, the ever mem- 
orable March Ist, 1913, the equipment 
of the accountant was simple, although 
not easy to attain. The accountant or 
auditor had to have a sound, thorough. 
practical, instinctive knowledge of 
double entry. He had to understand 
the purposes and construction of a con- 
solidated balance sheet. He had to have 
an outline of commercial and corporate 
law, and he had to be familiar with the 
rules and regulations of the Interstate 
Commerce Commission and of such 
rudimentary public utility regulations 
as then existed. This technical informa- 
tion combined with untiring industry, 
a sound judgment of men and affairs, 
and a strong hut discriminating deter- 
mination to adhere to his ethical prin- 
ciples was about all that was required 
of a successful practitioner. A knowl- 
edge of securities and stock exchange 
trading, insurance technique, and a 
general knowledge of industrial proc- 
esses was also useful. 

When we compare the accountant of 
fifty years ago with his brother of to- 
day, we are somewhat reminded of the 
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comparison between John Marshall and 
a present day judge. John Marshall 
laid the foundation of much of the basic 
law of the country because he was in a 
position where the exercise of judg- 
ment was imperative and he had the 
judgment to exercise. His decisions 
shaped the course of law and practice 
for the succeeding centuries. 

So it was in accounting with the 
fathers of the profession around the 
beginning of the century. Our task is 
development and adaptation. 


Influence of Federal Income and 
Profits Taxes 


While it is almost impossible to cover 
completely the vast and increasing range 
of accountancy practice, it can be di- 
vided into a few broad divisions all of 
which have grown up in the last fifty 
years, and most of which have come 
into existence since 1913. Perhaps the 
most wide spread adaptation — I will 
not call it development — of account- 
ancy is in Federal income tax practice. 
The Federal income tax, as it first ap- 
peared in the apparently innocuous 
franchise tax of 1909 and in the not 
much more formidable income tax of 
1913, may be compared to the Arabian 
camel which stuck its nose into the 
tent, begging for a little shelter from 
the desert wind. As we all know, the 
camel edged further and further into 
the tent and the Arab was eventually 
out in the cold. So it is with Federal 
income tax practice. From its small 
and apparently inoffensive beginnings 
it has become so large and pervasive 
a factor in business and accounting that 
there is hardly a business transaction 
which can be carried out in the most 
successful and profitable way without 
considering the tax effect of the trans- 
action of itself and of the form in which 
the transaction is carried through. 


The effect of tax accounting on ac- 


counting principles has generally been 
damaging. An old accounting conven- 
tion, which some might even dignify as 
a principle, is to recognize losses and 
let profits run. We do not like to recog- 
nize a profit until we are sure it is 
realized. We like to provide for a loss 
as soon as we are reasonably certain it 
will be incurred. Tax accounting pro- 
cedures are on the opposite basis. The 
purpose of tax accounting is to make 
sure that all income is included as soon 
as possible and that no deductions are 
allowed which are not definitely paid 
or accrued. 


Another conflict between tax account- 
ing and corporate accounting is the 
tendency of tax accounting to defer 
recognition of obsolescence and the ten- 
dency of corporate accounting to make 
reasonably liberal provisions of this 
type of loss. Much could be and has 
been written on the difference between 
tax accounting and corporate account- 
ing. These are examples enough to 
show that there is a great difference 
and that tax accounting has had a de- 
cided influence on corporate accounting. 
Some attempt has been made to bring 
tax and corporate accounting into agree- 
ment. If this is ever achieved we will 
have a more stable tax base and a great 
deal of unnecessary duplication and 
reconciliation will be avoided and much 
time will be saved in tax examinations 
and controversies. 


It has been a good influence in the 
sense that it has forced many an enter- 
prise to have adequate accounts which 
would not otherwise have done so. 
Many times the managers of such en- 
terprises objected vigorously to the 
necessity of keeping more elaborate ac- 
counts but later became converted when 
they recognized the value that the ac- 
counts could be to them in their opera- 
tion of the business. 
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Adequate Disclosure 


While, as has been mentioned, the 
best of the early practitioners were fully 
aware of the necessity of adequate dis- 
closure, this was not recognized by all 
sections of the business public. Certain 
important corporations resisted the rec- 
ommendations of their auditors for 
disclosure of items which were of vital 
interest to their security holders. To 
enforce minimum standards of report- 
ing the New York Stock Exchange, 
with the cooperation of the various ac- 
counting societies including the New 
York State Society of Certified Public 
Accountants, 1dopted general principles 
of minimum disclosure which were en- 
forced in the late 20’s by the Committee 
on Stock List. Much progress was made 
by the Stock Exchange in the improve- 
ment of corporate reporting. 


Work of the Securities and Ex- 
change Commission 


In 1933 the Securities and Exchange 
Commission took up and extended this 
work. The accounting societies and the 
stock exchanges cooperated whole- 
heartedly and developed the present 
forms of reporting. No one, least of all 
the Securities and Exchange Commis- 
sion itself, would contend that the forms 
were perfect, that they included every- 
thing which they should include, or that 
they did not include that which was un- 
necessary. As in every other growing 
organism change is taking place con- 
stantly, and the Securities and Ex- 
change Commission and its advisers are, 
at the present time, making efforts to 
improve and simplify the various forms 
for reporting. However, it is generally 
agreed that, by and large, the reports 
required by the Securities and Ex- 
change Commission are reasonably ad- 
equate and not unduly burdensome. 

The Securities and Exchange Com- 
mission has instituted some new prac- 


tices but has not enunciated any new 
principles. Fuller disclosure of some 
items has been required and more uni- 
formity in corporate statements has 
undoubtedly resulted. The New York 
State Society of Certified Public Ac- 
countants and the other accounting or- 
ganizations all have committees which 
are instructed to cooperate in every way 
with the Securities and Exchange Com- 
mission. The results of the activities 
of these committees have been apparent 
over the years. 


Progress in Mechanical Methods 


The development in accounting pro- 
cedures as distinguished from principles 
has been great and has been increasingly 
rapid. The progress in the mechanical 
methods of preparing records and doing 
accounting work is well-known and is 
hardly appropriate for discussion here. 
We must, however, always bear in 
mind that apparent progress in prepar- 
ing records may result in conditions 
where the audit of these records be- 
comes increasingly difficult and unre- 
liable. Mechanically prepared records 
are just as susceptible to fraud and 
manipulation as those manually pre- 
pared and it is just as necessary for 
them to be audited. 


Cost Accounting—Job and Standard 
Costs 


Progress in cost accounting has pos- 
sibly been greater and more rapid than 
the progress in financial accounting. In 
financial accounting we have constant 
refinements and improvements, but 
little change goes beyond this. 

In cost accounting, however, radi- 
cally new techniques and methods have 
been developed. Forty or fifty years 
ago, cost accounting was pretty well 
confined to the job cost. The idea of a 
cost which was different from that ac- 
tually incurred would have seemed to 
be a strange one to the early practition- 
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ers. Ihe development of the concepts 
of standard costs and differential costs 
has taken place since the close of the 
first World War. Pressure for costs 
which could be used for estimating and 
for budgeting brought about the de- 
velopment of standard costs. The basic 
idea of a cost which indicated what an 
article or a process should cost under 
assumed average was, of 
course, present in the crudest estimat- 
ing systems. But these estimating 
methods frequently produced highly un- 
reliable results. Standard costs which 
were based on actual financial records, 
although not “tied in” in the sense of 
complete agreement, were developed to 
meet the needs of operators and busi- 
nessmen who required this information 
to prepare budgets and make plans. 

The old historical costs were not, gen- 
erally, good guides for this purpose as 
it was difficult to separate the factors 
in a historical cost which affected the 
future from those which had to do with 
only the past. Standard cost techniques 
were developed to a high degree of 
accuracy in the 20’s and 30's. 

During the second World War, cost 
accounting was devoting itself more to 
the proving and justification of costs 
incurred than to the development of 
costs for budgetary or operating pur- 
poses. The standard cost was some- 
what neglected and there was a tempo- 
rary revival of the job cost technique. 
There is no doubt, however, that stand- 
ard costs in some form are the costs 
which are really useful to those respon- 
sible for the conduct of an enterprise 


conditions 


Differential Costs 


Avh- + , 
Vnat may 


be termed 


variation of standard cost is the con- 
cept of a “differential cost”. The pur- 
pose of a differential cost is to determine 
what would happen in total if a certain 
amount of sales of a product were 
made at a different price than that 


perhaps 
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charged others for the same or a similar 
product. If it were discovered that a 
price for the new product of 20% over 
raw material and direct labor would 
result in the recovery as profit of 15% 
over raw material and labor, it would 
be profitable to accept the business even 
though a similar article, on a basis of 
allocating overhead in proportion to 
direct labor, absorbed overhead of 40% 
of the cost of direct labor and ma- 
terial. In a cost of this type it is the 
margin which we are considering rather 
than the total. It is quite possible that 
in some cases differential cosis would 
he higher than the cost before consider- 
ing the added business. If a plant were 
running at full capacity and new equip- 
ment were required to handle additional 
business, it is quite possible that the 
additional business on a differential 
basis would be more expensive than the 
average of the old business. There are 
many applications of this type of cost. 
It became especially prominent in calcu- 
lations under the Robinson-Patman Act 
which aimed at discrimination 
against smaller customers on the par 
of manufacturers and suppliers by fav 
oring larger customers who received 
special price concessions. 


was 


+ 


Budgeting and Forecasting 
Budgeting and forecasting, while not, 
in general, part of the public account- 


ant’s work, has been developed 
sively in the last twenty to thirty years 
The public accountant is interested 11 
budgeting and forecasting in two ways: 
first, he may be called upon to pass 
upon the adequacy or soundness of the 
system employed and, second, he may 
to check his own results and con- 
clusions by the use of budget figures 

Basically, both standard and diff 
cost accounting are = speci 
types of budgeting. These uses of 
accounts are primarily for the benefit 


of management and are operated gen- 
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erally by accountants in private employ. 
Public accountants, however, have done 
much to develop and extend the use of 
these techniques. 


Last-In First-Out Inventory Method 

Another special development in ac- 
counting which became prominent after 
the first World War was the develop- 
ment of inventory methods designed to 
eliminate unrealized profits and losses 
caused by the writing up and writing 
down of inventories which were not sold 
but had to be held constantly in the 
business so long as the enterprise was 
a going concern. While some corpora- 
tions in the United States had used the 
base stock or similar methods before the 
first World War, the use of these meth- 
ods was not widespread nor was it 
widely discussed until the middle 20's. 
Papers on the base stock method were 
presented at the International Congress 
on Accounting in 1929 and from then 
on there was considerable discussion of 
this and related methods. In 1939 the 
last-in, first-out method was permitted 
to be used for Federal income tax pur- 
poses. This was a modification of for- 
mer methods which, as its name indi- 
cates, provided that the most recently 
acquired materials included in the in- 
ventory were those which would be 
considered to be first consumed or sold. 

The purpose of this method was pri- 
marily to match current purchases 
against current sales, rather than to 
match current sales against purchases 
made some time before, as would always 
be the case under the first-in, first-out 
method. As this method was permitted 
for tax purposes its use increased 
widely. Economists have stated that 
the use of this method has resulted in 
a check on inflated corporate profits in 
Periods of rising prices. The method 
is well adapted to any industry which 
must keep a substantial stock of a 
particular raw material, or commodity, 


on hand at all times. Such industries 
when they used first-in, first-out or 
some average method of pricing showed 
an unrealized profit in periods of rising 
prices and an equally unrealized loss 
when prices were declining. Here again 
there is nothing new in principle in this 
method. The principle was well under- 
stood and established before the turn 
of the century in the British Isles and 
was used to some extent in this country 
before the first World War. Account- 
ants, however, were largely responsible 
for its introduction both in commercial 
and tax accounting in this country. 


Accounting in Wartime 

The necessity for adequate account- 
ing for government and military opera- 
tions was recognized in the second 
World War. 

The accounting problems, both for 
money and property, were on an un- 
precedented scale of size and complex- 
ity. Not only were accounting methods 
necessary in the procurement of food, 
clothing, equipment and ordnance for 
the armed forces, but they were essen- 
tial in controlling the distribution and 
use of these materials. In the procure- 
ment divisions public accountants were 
pressed into service to devise and ad- 
minister pricing programs, the recapture 
of excessive profits through the Price 
Adjustments Boards and the settlement 
of terminated contracts through the 
Office of Contract Settlements. In each 
of these activities accountants played a 
most important part and they saw to it 
that the accounting and administrative 
methods employed were such as to make 
the operation cf the agencies possible. 
This phase of accounting in the war is 
probably better known than any other. 
However, accounting and accounting 
methods were essential in the actual 
conduct of combat operations with the 
vast numbers of men and vast amounts 
of material employed. There was no 
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way other than through accounting 
means to make sure of the distribution 
of food, equipment and munitions, nor 
was there any other way of controlling 
the use of these materials. 


The provision of supplies behind the 
lines in the so-called “program for the 
prevention of disease and unrest” 
among the civil population would have 
been impossible without adequate and 
carefully kept accounting records. 
These records were prepared and main- 
tained under the most difficult circum- 
stances, sometimes under actual combat 
conditions. It was recognized by all 
concerned that the records were not 
red tape or merely for information. 
The necessity for administrative con- 
trol was clearly recognized. 

Another instance of the necessity for 
accounting control in operations sub- 
sidiary to actual combat was the pro- 
vision of the “spear head” currencies 
issued in the various occupied coun- 
tries. Without the prompt issue of 
such currency operations would have 
been impossible and the economy of 
the different countries would have col- 
lapsed completely. This work was 
supervised and carried out by officers 
who were formerly bankers and ac- 
countants, both public and private. It is 
generally agreed that the program was 
handled with great efficiency and econ- 
omy. 

The United Nations Relief and Re- 
habilitation Administration was de- 
pendent upon its records for the effi- 
cient administration and distribution of 
the supplies in its care. These records 
were devised, supervised and maintained 
under the direction of a distinguished 
public accountant. It is no exaggeration 
to say that without adequate account- 
ing records and control the armed 
forces, both of the United States and 
our Allies, could not have been sup- 
plied with the food, equipment and mu- 
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nitions they required, nor could this 
food, equipment and munitions have 
been issued and used without adequate 
accounting record and control. 

While, again, no new principles of 
accounting were developed, many tech- 
niques of compilation and statement 
were worked out which will be of value 
in the peace-time administration of both 
government and industry. Public ac- 
countants, and particularly the mem- 
bers of the New York State Society of 
Certified Public Accountants, did their 
full share in this work and will do their 
share in the less spectacular but no less 
difficult public assignments which un- 
doubtedly will fall to their lot at this 
time of difficult and precarious peace. 


A Quick Review Only 

This is a quick review of progress in 
accounting itself. It naturally touches 
only the more obvious and spectacular 
features. Steady progress has_ been 
made in all fields, particularly in the 
field of accounting literature. The pub- 
lic accountant now has adequate infor- 
mation on almost every phase of his 
work. This strengthens the hands of 
the practitioner and makes it possible 
for the student to acquire an account- 
ing education suited to the difficult and 
exacting requirements of the profession 
as it is at present constituted. 


Developments in Auditing Proce- 

dures 

Changes and developments in audit- 
ing procedures have been, to some ex- 
tent, a slow growth but the principal 
recent changes have been caused by the 
re-examination of conditions and prac- 
tices brought into sharp focus by the 
disclosures in several important cases 
involving auditors and audits. Certain 
technical and professional bodies, in 
addition to the American Institute of 
Accountants, the New York State So- 
ciety of Certified Public Accountants 
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and the other state societies, have lent 
the weight of their resources and pres- 
tige to the enunciation and enforcement 
of pronouncements designed to make the 
new procedures effective. Among such 
groups are the American Accounting 
Association, the Controllers Institute 
of America, the Institute of Internal 
Auditors and the National Association 
of Cost Accountants. 


Two Outstanding Cases 


The occurrence of some strange, 
bizarre and almost incredible cases in- 
dicated the need for a thorough exam- 
ination and revision of existing account- 
ing and auditing practices, internal and 
external. For many years the profes- 
sion had been progressing toward 
change in this direction. These cases 
provided the final stimulus needed to 
effect the resulting revision in auditing 
procedures and practices. They also 
removed the last vestiges of resistance 
to the step that may have lingered in 
the minds of business men. 


In one of these cases a trusted em- 
ployee of an accounting firm falsified 
his working papers and made false 
representations to the partners of the 
firm. The working papers disagreed 
with the books of the client company. 
The motives of the employee of the 
accounting firm were never satisfac- 
torily established nor was any actual 
loss to the client company or to investors 
proved to have occurred. The case, 
nevertheless, had an important bearing 
on questions of supervision and review 
within an accountant’s office and on 
internal check and control. 


The other case was a fantastic struc- 
ture of fraud, fiction and fancy. It 
occasioned much heart-searching, much 
painful thought, and a little thankful- 
ness, perhaps, that someone else had 
been the victim. Out of it grew a defi- 
nite resolution to examine auditing pro- 


cedures and methods and to correct 
those which admitted the possibility, 
rare and remote though it might be, of 
the practice of such frauds and decep- 
tions. The difficult task of examining 
and revising procedures was accom- 
plished by the accounting profession in 
a way which won universal respect and 
in which Government and_ business 
heartily concurred. 


A committee under the chairmanship 
of Victor A. Stempf, then Acting 
President of the New York State So- 
ciety of Certified Public Accountants, 
considered all uspects of this remarkable 
case and the Auditing Procedure Com- 
mittee of the American Institute of 
Accountants devoted much study to it. 
As a result, sweeping recommendations 
for the revision (by way of extension) 
of current audit practices were made. 


In their effort the accountants had 
the active co-operation of the govern- 
ment agency most directly concerned, 
the Securities and Exchange Commis- 
sion. Two dangers were avoided. One 
would have been a panicky insistence on 
unduly detailed procedures and a drive 
to make some individual or firm the 
scapegoat. The other would have been 
a tendency towards standing pat, white- 
washing all concerned and defending, 
without change, the current procedures. 
Fortunately, the accounting profession 
fell into neither error. The facts were 
fairly and exhaustively examined by 
committees of the most eminent ac- 
countants in the country, who gave 
days and nights of study to the solution 
of the problem. Government depart- 
ments concerned were freely consulted. 
Much testimony was taken; that taken 
in the hearings before the Securities and 
Exchange Commission being particu- 
larly valuable. It was agreed that the 
opportunity for this fraud, and what- 
ever fault or culpability existed, lay in 
the accounting standards and practices 
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of the time rather than with any in- 
dividual or firm. 


Statements on Auditing Procedure 

The results of the committee’s work 
were embodied in several statements by 
the Committee on Auditing Procedure 
of the American Institute of Account- 
ants, which were concurred in by the 
New York State Society of Certified 
Public Accountants and other state so- 
cieties. 

The newW procedures covered three 
principal points; confirmation of ac- 
counts receivable by direct communica- 
tion with the debtor, the observation of 
physical inventories by the auditor, and 
the nature and extent of the reliance 
which the independent public account- 
ant might place on the work of an 
internal audit staff or on the internal 
check maintained by a client. 

Confirmation of accounts receivable 
and observation of physical inventory 
are by now mandatory standard prac- 
tice and the omission of either is re- 
quired to be specifically indicated and 
explained. While many questions arise 
on the nature and extent of these con- 
firmations, the practices are now so 
well settled that there is little more to 
be said on this subject which is of 
general interest. 


Internal Check and Control and the 

Auditor 

The position of the public accountant 
on interna! audit and internal check and 
control is by no means so well settled. 

Public accountants long ago realized 
that detailed uudits of large business 
units, or even of moderate sized enter- 
prises, were impossible from an organ- 
izational point of view and, even if such 
audits were possible, the expense would 
be prohibitive. 

There was a transitional period in 
which the so-called “balance sheet 
audit” was considered to be the most 
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satisfactory way to handle the accounts 
of large organizations. Just what a 
balance sheet audit was, I never really 
knew. Almost everyone had his own 
ideas about it. It seemed to be some- 
thing like the audit of a bank where 
great emphasis is placed on the verifi- 
cation of assets and the income is the 
difference between the assets at the be- 
ginning and at the end of the period 
with proper allowance for dividends and 
capital transactions. The emphasis was 
on the balance sheet rather than on the 
income account and the auditor gener- 
ally disclaimed responsibility for fraud 
and defalcation. All auditors did not 
make the same sort of balance sheet 
audit. There were always some firms 
which did what they could in the way 
of examination of internal check and 
control and there were always some 
corporations which had some sort of 
internal audit staffs. However, the 
function of the internal auditor was 
not well understood by the management 
of the company or by public account- 
ants and the systems of internal check 
and control were crude and imperfect. 


The factors which brought about a 
change in the so-called balance sheet 
audit were the increasing emphasis on 
the income account as the most signifi- 
cant of the financial statements and the 
definition of the accountant’s position 
and responsibility as established by 
various legal decisions, mostly decided 
against the accountants. 

The influence of the New York Stock 
Exchange, particularly during the per- 
iod when Mr. J. M. B. Hoxsey was 
assistant to the Listing Committee, was 
also strongly on the side of more ade- 
quate audits with more attention paid 
to the income account and to internal 
check and control. The Securities and 
Exchange Commission have consistently 
1equired the. auditor to satisfy himself 
of the adequacy of the internal check 











The New York State Society of Certified Public Accountants 


and control and the Commission, from 
the beginning, recognized that the pub- 
lic accountant had a right to rely on the 
work of an adequate and properly or- 
ganized internal auditing staff. While 
the attitude of the Commission has, 
without doubt, helped to establish more 
firmly the necessity for internal audit, 
its principal service in this respect was 
in recognizing an existing condition and 
confirming and extending a desirable 
practice. 


Functions of the Internal Auditor 


When we think of it we must all 
agree that the two things which make 
the operation of business possible are 
a reasonable reliance on probabilities 
and a reasonable confidence in those 
with whom we work. Among his other 
functions the internal auditor has the 
duty of determining whether the dis- 
tribution of duties among the staff, the 
form and content of the records and 
the nature and extent of supervision is 
sufficient to establish a reasonable prob- 
ability that fraud or defalcation, if it 
takes place, will be discovered with 
reasonable promptness. He must alsc 
satisfy himself of the general reliability 
and honesty of the employees whose 
work comes under his scrutiny. In 
some ways the work of the internal 
auditor is the most difficult and impor- 
tant of all of those who have the right or 
duty to examine the accounts and rec- 
ords of the company. His work is the 
foundation on which every other auditor 
or inspector must build. 

It is, of course, completely imprac- 
tical and entirely undesirable for any 
other auditor or inspector to duplicate 
the detailed work done by the internal 
auditor. However, all of those respon- 
sible for the examination of the books 
and records of the corporation must 
satisfy themselves that this foundation 
is solid and that the work of the inter- 


nal auditor has been well and thor- 
oughly done. The methods by which 
the external auditor satisfies himself of 
this are not particularly difficult or 
time consuming. They do require some 
experience and judgment. A perusal 
of the internal auditor’s reports, a test 
of the internal check and control and 
tests designed to show whether the in- 
ternal auditor has actually carried out 
the work should ordinarily be sufficient. 
Personal contact with members of the 
internal audit staff is always helpful. 


Scope of Survey Limited 

In a paper of this extent it is hardly 
possible to do more than mention the 
most significant features in the history 
of the eventful first half century of the 
existence of the largest state society of 
certified public accountants in the coun- 
try. Possibly ro one will say that any 
of the topics treated are unimportant. 
Practically every thoughtful reader will 
make the criticism that this, that or the 
other important event or factor has 
been omitted. Each will probably be 
correct. A complete history of the de 
velopment of accounting and auditing 
practice would be impossibly volumi- 
nous. What has been attempted is to 
show that, in the things which should 
be and can be improved, that is, prac- 
tices, procedures and methods, the pro- 
fession is open-minded, willing to dis- 
card an old method when a new one 
proves better, and is always seeking to 
adapt itself to the ever changing needs 
of government, industry and finance. 


Different Services Rendered by the 

Accountant 

These needs differ with different 
types and sizes of enterprises. The 
auditor of a small, closely held corpora- 
tion may be of much more value to his 
client as an adviser on the effect of 
business policies, as a budget-maker or 
as an adviser on the tax effect of pro- 
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posed transactions than he is as an 
auditor and reviewer of closed transac- 
tions. In some engagements the tax 
features may predominate. In others 
costs may be the vital issue. 

As a rule the smaller the client the 
more important these advisory func- 
tions are. The accountant must always 
draw the line between advice and opera- 
tion. He can advise on the effect of 
anything. If he originates plans or 
policies or if he carries them out in an 
executive capacity he should not sign 
accounts to be presented to third parties. 
He may do either but not both. He 
may sign statements to be presented to 
third parties with perfect propriety and 
still advise his client on the effect of 
any policy or on the means of carrying 
out a policy previously decided upon. 


Principles Remain Unchanged 
With all the changes in procedures 


and methods it is also to be hoped that 
it has been demonstrated that the basic 
principles, the essentials on which we 
build everything else, have not changed 
in the fifty years just passed and will 
not change in the fifty or one hundred 
years to come. The principles of equiva- 
lence, of the equal action and reaction, 
of the dual character of every transac- 
tion upon which double entry is 
founded, will not change. The prin- 
ciples of good faith, responsibility, duty 
to clients, to third parties and to the 
public will always remain the same. The 
principle of fair and adequate disclosure 
and explanation, no matter how differ- 
ently expressed, does not change. All 
of these rest on the possession of char- 
acter and integrity and the exercise of 
informed judgment. These things have 
not changed since the beginning of re- 
corded history and it is to be hoped they 
never will. 
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The Growth of Tax Accounting 


By J. K. Lasser, C.P.A. 


7 HIS portion of our 50th anniver- 
sary issue is the story of the devel- 
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opment of tax accounting and our role 
in it. We received our franchise to 
practice as C.P.A.’s in 1896. The tax 
birth pains came much later—in 1909. 

Out of the labors of the intervening 
period since 1909 have arisen: a healthy 
community and governmental apprecia- 
tion of our status; a tax law almost en- 
tirely based upon our accounting con- 
cepts; and a host of barnacles that will 
always need attention. 

Our effort to insist that good account- 
ing principles should govern all portions 
of the tax gathering started when the 
1909 regulations were up for considera- 
tion.) The problem is still with us to- 
day. And the existing conflicts suggest 
that some of our difficulties will be with 
us forever. But that is the fine, tradi- 
tional pattern of a democracy. Freedom 
to contend both for proper tax account- 
ing principles and for taxpayer interests 
makes continued strife a safe predic- 
tion. It will also be a lot of fun for the 
strange breed in our group who burn 
so much midnight oil with tax studies. 


(1) Roberts, in his monograph “Accounting Methods in Income Taxation” describes the 


start of the regulations under the 1909 law this way: 
“Attacking the proposal that taxable income should be determined on the basis of 





cash receipts and disbursements, a group of leading accounting firms protested that such 
a basis was both meaningless and unworkable, especially in the case of commercial and 
industrial concerns. To this, Attorney General Wickersham retorted that the straight 
cash basis was adopted advisedly and that he had too much confidence in the ability of 
the accountants to think that they would find the difficulties of complying with the law 
unsurmountable. 

“General Wickersham’s confidence in the accountants was not unjustified, ridiculous 
though it may have been to assume that income could be adequately determined by com- 
paring cash receipts with cash disbursements,—if indeed it were practicable to unscramble 
the cash receipts and disbursements of a modern corporate enterprise from its records. 
Under the guidance of skilled accountants the Treasury ruled in effect that accounts 
receivable should be treated as actual cash receipts, accounts payable as actual cash dis- 
bursements, and inventory fluctuations as actual cash receipts or disbursements. 

“Thus a real cash basis never existed in actual practice, except in fragmentary appli- 
cations (as in Mutual Benefit Life Insurance Co. v. Herold (D.C., N.J. 1912), 198 Fed. 
199, 215-6, 1 A.F.T.R. 211, 227-8; affirmed as to another point, 201 Fed. 918, 1 A.F.T.R. 
247; certiorari denied 231 U.S. 755), and except as a general designation for the account- 
ing methods of taxpayers whose problems were so simple as to call for few adjustments 
in order to clearly reflect income. In the great majority of important cases, the cash 
basis was a mere figure of speech or legal fiction, used to designate more complex account- 
ing methods which the Treasury had substituted through legislative interpretation and 
administration.” 

Referring to the same crucial contribution, and commenting upon an address on the same 
subject by George O. May, a leading C.P.A., Arthur A. Ballantine, Esq., former Under 
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— ; j 4 
Backbone Principles in the Income a dynamic, lucid, coherent tax account- 
Tax Laws ing process. It follows our rules in 
The tax accounting development nearly all avenues. That is not to deny 
since 1909 gives us this: the very back- the existence of occasional vagueness, 
bone of our income taxing system is Or even unreasonable inconsistencies. ' 
composed of our accounting standards. 3ut they are few. And they are reason- 
: ‘ id ae . Cc 
Here 1S how the it line ot development ably understood 1I you will recognize t 
vas accomplished: Nowhere in its long that tax pleading has as much to do 
history or at this time has the law given with winning tax cases as it has with 
any specific directions as to the method fixing #4 inciples of good accounting 
be used in calculating taxable in- The ambiguities and cross purposes just 
come. On the contrary, it has so grown _ take time to clear. 
as to make reference only to the art of , . 
rf i : e , =e You will understand our influence 
accounting; it adopts our processes as . : 
is ee ~ tupon the basic structure of the law, our 
its entire frame of reference for the eee “y . : erg te 
* ' ti perspiration with legislators and admin- 
criteria for proper tax accounting, . - : ; 
— oS —__istrators, if you will study: the frame- 
Phe art of accounting is not static. work of legislativ e drafting in Sections 
It is dynamic and pragmatic. It con- 4] 42 and 43 as well as the host of 
stitutes i cig body of knowledge  cections in the Code based upon this 
and procedures constantly in process of simple structure. In them lies only the 
change. It is aaaphione shaped by continued reference to the direction that 
changing economic developments and net income is to be computed— 
business evolution. In the 1909-1947 
tax interpretation of accounting, the Upon the basis of the taxpayer's an- 
law wisely has refrained from freezing nual accounting period 
any periodic codification of the princi- In accordance with the method regu- 
ples or any of the then used procedures larly employed in keeping the 
of accounting. We have then (basically) books 
Secretary of the Treasury, covered the same subject in discussing George O. May’s contribu- 
tions this way, has said: n 
“The historical portion of Mr. May’s paper I think is of very distinct help in under- 
standing the development of the income-tax law. He points out that the 1909 excise-tax tc 
act took what is referred to as the ‘received and paid’ basis for the determination of nr 
inc I do not think it is wholly fair to wish that on the lawyers. I think that was n 
rather the ordinary layman’s idea of how income was to be determined. he problem 
presented in adopting such a mechanical law as that, a law so far from recognized com- & 
mercial practice, was solved, as Mr. May indicated, with the help of account ants. I sus- h: 
pect his own hand was felt in the Gilbertian interpretation which saved that law. That = 
interpretati én did tend to leave people confused as to what the law meant when it was 
capable in some instances of such fle xibili ity of interpretation while rigid in other respects, Cl 
but the precedent of those Gilbertian regulations in 1909 was of enormous importance to 
taxpayers “a dealing with the excess-pro fits law of 1917. The operation that had to be 
performed on the 1917 excess-profits law to get a reasonable and approximately just 
application of that act to the varying conditions of business, was far more drastic than 
the operation which had to be performed on the 1909 law. The light Gilb yertian operation 
of 1909 was a very he “ 11 precedent for the Caesarian operation of 1917 and 1918. I 
“As Mr. May says, the problem of getting a recognition in the e statute itself of the 
use of a proper accounti ng basis is solved. It was so ioe also partly with the help of the 
despised lawyers. The proble m now is as to the mind of the bureau, that is to a very ‘ 
esi hile @ ny anitan " ey L m 
considerable extent an accounting mind, ar dl am ver hopeful that, with such weighty rm 
co ~— as Mr. Mz Ly has now given, the last difficulty will be removed. am sure it 
will be most helpful in accomplishing that result if this. distinguished and edinetaines 
association (the American Institute of Accountants) sees fit to enforce and endorse the 
views Which have been so well expressed by Mr. May.” (The Journal of Accountancy 
November, 1925, page 349.) 
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This structure once established, the 
Bureau has carried out reverential ad- 
herence to accepted accounting practice 
this way: no criteria are presented in 
the regulations for the guidance of the 
taxpayer. We get only other purely ac- 
counting references. The following are 
typical— 

Section 29.41-1 recites: “If the method 
of accounting regularly employed by him 
(the taxpayer) in keeping his books clearly 
reflects his income, it is to be followed 
with respect to the time as of which items 
of gross income and deductions are to be 
accounted for.” (The determination of in- 
come is our function as accountants. ) 

Section 29.41-2 says: “Approved standard 
methods of accounting will ordinarily be 
regarded as clearly reflecting income.” 
(What is a proper “standard of accounting 
is, of course, defined only by ourselves.) 

Section 29,41-3 says: “It is recognized 
that no uniform method of accounting can 
be presented for all taxpayers, and the law 
contemplates that each taxpayer shall adopt 
such forms and systems of accounting as 
are in his judgment best suited to his pur- 
pose. He must, therefore, maintain such 
accounting records as will enable him to do 
so.” (Therefore be sure that you, the 
accountant, adopt a system of accounting 
suitable for the taxpayer’s purpose.) 


Approved standard methods are 
nowhere defined in the law. The place 
to find them is only in such pronounce- 
ments as: “ Initially, accounting 
rules were postulates derived from 
experience and reason. Only after they 
have proved useful, and become gener- 
ally accepted, do they become prin- 
ciples of accounting.’’) 

All of these references carrying us 


back to our own accounting principles 
are a keystone of the law. They con- 
stitute acceptance of the accountancy 
profession as the moulder of tax ac- 
counting. That is as it should be. Chief 
Justice Stone said that beautifully in 
one leading case) : 


“ 
. 


. It (the purpose of the statute) was 
to enable taxpayers to keep their books and 
make their returns accordingly to scien- 
tific accounting principles by charging 
against income earned during a taxable 
period, the expenses incurred in and prop- 
erly attributable to the process of earning 
income during that period.” 


Example of Tax Accounting Fun- 
damentals in Action 


This current dependence upon ac- 
counting knowledge and training now 
thoroughly pervades all areas of tax 
work, It can easily be demonstrated by 
discussing the everyday problems of all 
of us in practice. Here, for example, are 
just a few of the commonplace inven- 
tory problems: 


“What items of overhead shall I include 
in valuing inventories of goods in process ?” 

“How should these items be allocated to 
the different products so as to conform to 
the tax law?” 

“How can we change a cost system so as 
to give the necessary information for man- 
agement and still conform to tax law re- 
quirements in valuation of inventories?” 

“How can we use a ‘standard cost sys- 
tem’ in tax accounting; is it desirable from 
the point of view of tax minimization?” (4) 

“Do inventory valuation methods con- 
form to the best accounting practice in 
industry ?” 

“Is a change in costing, which is reflected 
in inventory valuation, permissible?” 


(2) American Institute of Accountants’ Accounting Research Bulletin i 3 


(3) U.S. v. Anderson, 46 St. Ct. 131. 


(4) 6; the client might say: “Discuss, please, all of the following inventory systems so 


I will understand them: 


Retail; farm price; last-in-first-out; first-in-last-out; and market price valuation. 
“WI hat are the many other methods of measuring, counting, appraising, or valuing an 


invent ry 


What is the propriety in my business and in this year of cost accounting methods 


for pricing x finished goods or goods in inventory via any of the following recognized methods: 
Actual costs; standard costs; job order costs; process cost—by operations, by group; 
average unit product costs; class costs; estimating costs; and all the many other 
peculiar types of costing whose mechanics are part of the professional kit of the 


accountant.’ 
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Adherence of the Regulations to the 
Backbone‘) 


These are purely accounting prob- 
lems. You grasp that quickly if you 
start with Section 29.22(c)-2 of the 
regulations. It gives two basic tests for 
inventories: The inventory— 

Must conform as nearly as may be to 

the best accounting practice in the 
trade and business 


Must clearly reflect the income 


It is evident that these two tests can 
be made most satisfactorily by a trained 
accountant thoroughly oriented in the 
relevant accounting procedures. From 
this the regulations then derive the fol- 
lowing: 

Inventory rules cannot be uniform. “They 
must give effect to trade customs which 
come within the scope of the best account- 
ing practice in the particular trade or busi- 
ness.” (Application of this requirement is 
peculiarly an accountant’s function. ) 

Inventory practice must be consistent 
from year to year. (Accountants know how 
to reach this “consistency,” for they do 
it regularly in the course of an audit.) 


“Where the taxpayer maintains book in- 
ventories in accordance with a sound ac- 
counting system... the net value as shown 
by such inventory accounts will be deemed 
to be the cost of the goods on hand.” 
(What is a sound accounting system and 
whether the book inventories are in accord- 
ance therewith is an accounting problem.) 
The answers to such inventory prob- 

lems cannot be found in the tax law and 
regulations. Tax regulations (under our 
development) refer right back again to 
accounting practices and procedures. 
The whole law and regulations are, to 
a large extent, predicated on them. The 
law and regulations have thus merely 
codified accounting tests, methods and 
procedures. To understand this requires 
the accounting knowledge implicit in 
the main body upon which the varia- 
tions are grafted. Such tax questions 
involved are now inextricably woven 
into accounting problems. 

Mere knowledge of the law, regula- 
tions and the cases does not provide the 
answers in tax problems. 

Tax rulings permit use of varying 


(5) This is but a part of the regulations dealing with inventory. Other pertinent portions 
are Section 29.22(c)-3, dealing with inventories at cost, which refers to “direct labor”, 


“indirect expenses” and other expense categories. 


These are treasured only by the accountant; 


he can properly classify them. Sub-section 4 of this section provides that costs may be 
approximated in conformity with established trade practices. An accountant can test this 


“conformity” 


Often he has helped establish the trade practices. 


__ The same sub-section provides for application of the “retail method”, which is an estab- 
lished accounting procedure for certain types of businesses. 


Section 29.22(c)-4 refers to “materials, labor and burden”. 


These terms, especially the 


meaning of “burden” belongs solely to accounting semantics. 
Section 29.22(c)-5 refers to “a dealer in securities whose books of account separate com- 


putations, etc.” 


Section 29.22(c)-6 requires familiarity with ‘ 


Such books of account can best be properly analyzed by a trained accountant. 


‘farm price method” of inventory valuation, 


which like other methods specified are methods employed regularly by accountants. 
Section 29.22(c)-7 requires familiarity with the handling of “cost allocation”, which 


is ie: y a technique of accounting. 


Section 29.22(c)-8 refers to “retail method” of pricing and requires that “accurate 


accounts” be kept. It deals with consistency 
and mentions “mark- -ups” and “mark-downs”, 


of method; departmental profit percentages; 


The meaning of these regulations requires 


complete accounting orientation. This section refers to Section 22(d) of the law which is 
couched in the language of the accountant. It talks of the “average cost method” and allows 
some methods to be used only if taxpayer establishes that no other method was used for 
reports or statements to shareholders, partners, or other proprietors, or to beneficiaries, or 
for credit purposes. Obviously all this is to force tax accounting to be in consonance with 


generally accepted accounting. 


Section 29.22(d)-1 deals with inventories under the elective method. It insists on regular 
and consistently adhered to practice clearly reflecting income. An accountant can sav what 


these are. It talks of “raw material costs”, 


“processing cost” and other accounting terms 


and concepts which can best be interpreted by accountants and complied with with their 


assistance. 
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methods of inventory valuation pro- 
vided they reflect income and the meth- 
ods are consistently applied. Nothing 
in the regulations tells which particular 
method is best for a particular taxpayer 
from the point of view of tax minimiza- 
tion, or for any other purpose. Which 
is best, then, must be determined by 
those trained and experienced in the 
evaluation of the effects of the many 
diverse methods, on the measurement 
of income. That necessarily limits the 
problem as one for the accountant. 


The determination of “cost” is a com- 
plicated accounting problem; little help 
is given for its solution in the regula- 
tions and law. Different cost procedures 
—all permissible under law—give dif- 
ferent results and may have grave tax 
implications for all industries in highly 
dynamic economic times, for industries 
subject to violent cyclical fluctuations, 
and also for industries with long periods 
in processing. To choose from among 
the many variants of costing: historical 
costing; job costing; process costing 
standard costing—is a task clearly for 
the trained accountant. He, alone, can 
determine the effects on income de- 
termination and balance sheet valua- 
tions‘), 

Which of the various costing methods 


permitted under the law is best for a 
particular client depends on considera- 


tions not set forth in the law. The an- 
swers are dependent on the judgment, 
experience and skill of the accountant. 
The effects of volume changes on costs ; 
the factors of seasonal, cyclical and 
secular variations, of competitive and 
monopolistic or quasi - monopolistic 
changes, are all determinants of which 
cost system is best to reflect income and 
evaluate inventories. These require the 
trained disciplines of the accountant‘). 

Our development of tax accounting 
is all of this type. The answers depend, 
basically, upon the skills built up by 
accounting training. That must be 
true when our development since 1909 
has so built our tax laws and regula- 
tions that they are inextricably woven 
into good accounting practice. 


Barnacles Hindering Good Practice 

All is not milk and honey. While we 
have basically controlled the tax con- 
cept of income, many variations from 
sound accounting practice have stolen 
into the fabric of tax accounting. Many 
are partly due to misconceptions of ac- 
counting determinates of income. Cor- 
rection is part of the development ahead 
of us. 

Conservatism characterizes financial 
accounting. It refuses to anticipate in- 
come. It charges against income every 
measure of future loss or expense. When 
income is received in a period prior to 


(6) Goods in process, and finished goods valuations at cost demand thorough knowledge 
of costing problems such as burden gathering and distribution, costing of by -products, joint 
products, defective work, residues, spoilage, shrinkage, waste—and a host of variant problems. 


Different methods, if sanctioned by trade custom, may be permissible. 


Which to choose with 


an eye to the effect on tax liability is uniquely in the province of a trained accountant. In 


evaluating inventories under elective methods, such as the lower cost or market, 
and others—the valuations are purely accounting functions. 
fabricated articles to cost determination computations involves many methods. 


lifo, fifo, 
The flow of cost elements for 
How to 


regulate them consistently and how to conform to the regulations involve accounting tech- 
niques which are understood clearly by trained accountants. 
(7) Here are but a few of the specific questions that must be answered to give a client 


adequate advice as to tax liability: 
Shall “average” or 


“marginal” costing be used? 


Which of the many types of average? 


Where are the margins and how are they determined ? 
Shall it be the process or operation that is costed or cost assembled against the product? 
What are the costing methods applicable in deeply integrated industries? 
What costs are used where marginal plants are only used at times of peak production? 
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the rendering of a service or product, 
it is deferred and spread over the period 
that the service is furnished. 

But tax accounting at this moment 
disregards the spreading of income. It 
considers income to be realized when 
the receipt is unrestricted and can be 
freely used as resources of the taxpayer. 
It resists a charge against income unless 
the liability for the cost or expense has 
been finally and definitely established. 
It has thus far rejected vigorously the 
deduction of any expense or loss by re- 
serve provisions, even though prior ex- 
perience makes reasonably certain and 
measurable the need and magnitude of 
the provision. 

Unfortunately, many of the varia- 
tions that characterize tax accounting 
have no rational basis. They are 
viewed as distortions by those well 
oriented in the art of accounting. To 
many, the telescoped impression is that 
the courts have badly messed up the 
sound basis for tax accounting. 

Particularly mishandled are the 
sound accounting methods of accruing 
taxes, the spreading of prepaid income, 
and the recognition of proper reserves 
chargeable against current income. 

Some of our leading cases are re- 
sponsible for these distortions. A court 
once simultaneously paid high tribute 
to the wisdom of Section 41 and its ref- 
erence to accounting principles. Yet it 
fostered accounting distortion by its 
insistence that taxes accrue, not over 
the accounting period (i.e., the “bene- 
fit” period) as accounting precept dic- 
tates, but when the very last event 
occurred that fixed legal! liability for 
taxes. This touched off a whole bandbox 
of confusion in later decisions. Some 
courts deferred the accrual date of 
taxes even further. They moved it to 
the date when the tax was not onlv 
ascertained but when all acts had oc- 
curred that authorized its collection. 


Other courts insisted that the tax ac- 
crued on the date the tax became a lien 
on property. The juridical obfuscation 
proves that when the precept of Section 
41 is disregarded by the courts the 
proper accounting for income becomes 
wildly distorted. 

The bad state of conditions can be 
emphasized by the wide departure from 
sound accounting principles in cases in- 
volving prepaid income. Our highest 
court has fixed the rule that earnings 
received without restriction as to dis- 
position under a claim of right are tax- 
able income. That is so even though the 
recipient remains liable to return the 
money. Nor is the rule abated when 
there is an intentional and simultaneous 
advance payment of expenses. A strik- 
ing example occurs where a landlord is 
negotiating a long term lease. In order 
to finance the payment of the broker's 
commission, he may arrange for the 
payment in advance of rentals for the 
last few years of the lease. The decisions 
have held that the rental received in ad- 
vance must be included in income in 
the year of receipt. But the broker’s 
commissions, which the advance rentals 
were intended to finance, may not be 
deducted in the year of payment. They 
must be spread over the life of the lease. 
In such cases, the result frequently is an 
abnormally large net income in the first 
year of the lease. Then there are equally 
unreal losses in the last few years of 
the lease — not by reason of any 
real variations in results of operation, 
but solely because of the artificial ac- 
counting procedure enforced for tax 
purposes. 

It will take years of accounting per- 
spiration to straighten out such devia- 
tions from sound accounting practice. 

The effort to accomplish that becomes 
a very serious torch for some of us. In 
another source), I listed a host of the 
inconsistencies, pointing out that the 


(8) See J. K. Lasser, Business Tax Guide, 1947, published by Simon & Schuster, Inc. 
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divergencies between the accounting 
prescribed by regulations and court de- 
cisions, on the one hand, and generally 
accepted accounting principles on the 
other, have become a continuous source 
of irritating adjustments. In our strug- 
gle, we have gotten the law and regula- 
tions to provide these simple rules: 

1. The net income .. . shall be computed 
in accordance with the method of ac- 
counting regularly employed in keep- 
ing the books of such taxpayer; but 
if it does not, the computation is 
made by such a method as, in the 
opinion of the Commissioner, does 
clearly reflect the income. 

2. Although net income is a statutory con- 
cept, it generally follows the lines 
of commercial usage. Subject to mod- 
ifications statutory net income is com- 
mercial income. Ordinarily it is to be 
computed in accordance with the 
method of accounting regularly em- 
ployed in keeping the books of the 
taxpayer. 

3. If the method of accounting regularly 
employed clearly reflects his income, 
it is to be followed to find the time 
as of which items of gross income 
and deductions are to be accounted 
for. 

4. No uniform method of accounting can 
be prescribed. The law contemplates 
that each individual shall adopt forms 
and systems of accounting as are best 
suited to each business. 

Despite that, you need a guide at 
times to carry you through the welter 
of inconsistencies. Tax cases have cre- 
ated a hopeless maze of distortions of 
accounting concepts. The growing num- 
ber of divergencies between accounting 
for tax purposes and generally accepted 
accounting principles is the despair of 
businessmen and accountants alike. 
These, in the long run usually yield no 
additional revenue, but merely repre- 
sent shifts between the years. In es- 
sence the great mass of distortions are 
traps for the uninitiated. Whenever that 





occurs in tax laws, the trap becomes an 
easy tool for tax reduction by the so- 
phisticated, and the student“, 

There is much to be done in straight- 
ening out this mess. 


Dobson“) as a Backbone 

Any report of the tax accounting 
progress since 1909 should make full 
reference to the Dobson case. In it came 
the highest court’s recognition of the 
fact that many tax questions are er- 
roneously considered to be questions of 
law. They are in reality only questions 
of proper tax accounting. 

The controversy involved in Dobson 
was expressed by Justice Jackson in 
his decision. He stressed that the fac- 
tual questions of proper tax accounting 
may be entangled with law. But, he 
urged the predominance to be given 
accounting when he declared that if an 
appellate court 

“cannot separate the elements of a decision 

so as to identify a clear cut mistake of 

law, the decision of the Tax Court (which 
establishes the fact of proper tax account- 
ing from the evidence) must stand.” 

The essence of the Dobson decision 
is this: if a question is not one where 
answer is apparent from the face of the 
regulations or Code, but is, instead, one 
to be supplied by the principles of tax 
accounting, then the question is not a 
question of law. It is a question of fact. 
Thus many tax questions which have 
sometimes been regarded as questions 
of law are actually questions of proper 
tax accounting. 

This is emphasized this way by Jus- 
tice Jackson: 

Precedents had accumulated in which 
courts had laid down many rules 
of taxation not based on statute 
but upon their ideas of right ac- 
counting or tax practice... 


(29) See J. K. Lasser, “Tax Accounting Incongruities”, April, 1947, The Journal of 


Accountancy. 


(10) 320 U.S. 489 (1943). 
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But conflicts are multiplied by treat- 
ing as questions of law what really 
are disputes over proper account- 
ae 

Where no statute or regulation con- 
trols, the Tax Court’s selection of 
the course to follow is no more re- 
viewable than any other question 
of fact. 

The error of the court below con- 
sisted of treating as a rule of law 
what we think is only a question of 
proper tax accounting... 


counting. Perhaps it alone will help 
clear up the distortions and inconsisten- 
cies from good practice. The job thus 
far is excellent. Also Dobson raises our 
personal status. Now we may fully start 
and finish all adversary proceedings in- 
volving disputes of accounting.) 
What is a fact question and what is 
a law question is hardly my province— 
as an accountant—but it did seem im- 
portant to brief here. I asked one of my 
friends to give me a footnote to ex- 
plain that here.“ 3) Of great importance 





Obviously Dobson“) raises enor- to all accountants in our work is the 
mously the status of our brand of ac- list of conditions in which the courts 


(11) “For accountants privileged to appear before the Tax Court, Dobson adds material 
dignity to their status. If the taxpayer’s case truly concerns a question of tax accounting, 
successful prosecution is finished in the Tax Court. Previously the accountant had been 
forced to retire from review pleadings. He may now start and finish all cases that are 
problems of tax accounting.” J. K. Lasser in Contemporary Accounting, chapter 28, page 16. 

(12) For what seems like the most lucid review of the present status of Dobson, see 
Gordon, “‘Reviewability of Tax Decisions” in 2 Tax Law Review, Number 2. 

(13) Here is a review by Harold A. Eppston of the New Jersey Bar—recently the presi- 
dent of the New Jersey Society of Certified Public Accountants : 

“When Justice Jackson, in the Dobson case, declared that questions of tax account- 
ing cannot be reviewed by appellate courts because they are questions of fact, he harked 
back to a well established principle of law. What the facts are can be determined only 
from the evidence, including facts that can be judicially noticed, by the fact finding 
agency. The Tax Court is such an agency. Since jurists, for generations, have been in 
conflict as to what are questions of fact as distinguished from questions of law, the 
unanimous pronouncement of the Supreme Court in the Dobson case, characterizing 
questions of tax accounting as factual questions is of momentous importance. Though 
outstanding scholars of law such as Thayer and Holmes disagreed as to what are ques- 
tions of fact in contradistinction to questions of law, the Supreme Court decision is sound 
and has ample support in the law. It certainly is in consonance with the test laid down 
by an eminent authority in a much quoted article. (Prof. Ray A. Brown, in “Fact and 
Law in Judicial Review”, 56 Harvard Law Review 899). On page 707 that author says: 

‘The questions of fact in a given controversy are those questions which may be deter- 

mined without reference to any rule or standard prescribed by the State—that is, 

without reference to law.’ 

Since the Internal Revenue Code makes the determination of net income dependent on 

the ‘method of accounting regularly employed in keeping the books’ (Section 41) refer- 

ence is made to standards not prescribed by the law which is the expression of the state. 

Similarly the Code (Section 42) makes reference to the ‘accrual method of accounting’ 

nowhere defined by law. Again and again the determination of taxable income is made 

dependent on a frame of reference without the Code (e.g., Section 43, 22c and others). 

If the rule quoted above has any sanction at all it is inescapable that questions of account- 

ing belong to the realm of fact and not to the province of law. The Dobson case has 

given finality to this view and should have cleared the air from the haze of controversy. 

“Unfortunately, the Dobson case, did not end the confusion. The courts, including 
the Supreme Court, still founder on the rock of what is law and what is fact. The stream 
of decisions that have emanated from the courts since the Dobson case has muddied the 
reservoir of our tax knowledge. (See article of Mr. Norman D. Cann, formerly a key 
man in the Treasury, in 82 The Journal of Accountancy, November, 1946). 

“No doubt some of the confusion stems from an old juristic trait. ‘It would seem’, 
says Dickinson in Administrative Justice and the Supremacy of Law, 1927, at page 55, 
‘that when the courts are unwilling to review, they are tempted to explain by the easy 
device of calling the question one of “fact”, and when otherwise disposed, they say it is 
a question of “law”.’ 

“A part of the confusion may be attributed to what many legal semanticists have 
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have held that we have problems of tax accounting training should be very 
accounting—not law. Rabkin and John- great in the administration of the law. 
son fully detail the list for your guid- From the very inception of our federal 
ance in their tax service—at page and state tax laws, that field has largely 
394. A part of the record is footnoted been turned over to accountants. Our 


here.“14) development therefore leaves all matters 
of importance in tax administration to 
Backbone in Personnel our own kind. Out of 19,000 positions 


in the Treasury, legal training is pre- 
requisite for only 350 positions. Key 
personnel of the Bureau of Internal 
Revenue are mostly accountants. So 
are the Internal Revenue Agents in 
Charge. In New York, nearly all are 
accountants. Among others in the New 
York area—90% areaccountants. Here 


That the art of accounting has greatly 
influenced the tax laws is no accident. 
The whole science of taxation is now 
concerned only with a proper statement 
of the taxpayer’s obligation to his gov- 
ernment. The opportunity for adversary 
proceedings comes only incidentally in- 
to that relationship. The important 


problem is to get 50 million accounts 2 some recent figures: embers 
thoroughly examined and approved an- District Employees of the Bar 
nually. That is hardly the province of Ist, N. Y. 493 39 
any but accountants. And so it also is 2nd, N. Y. 305 26 
very natural that the influence of the 3rd, N. Y. 309 27 





observed, that fact and law are not really exclusive categories. In the words of the 

eminent and realistic legal scholar we have just quoted the two categories present: 

‘not two mutually exclusive kinds of questions, based upon a difference of subject 

matter. Matters of law grow downward into the roots of fact, and matters of fact 

reach upward, without a break, into matters of law. The knife of policy alone effects 
an artificial cleavage at the point where the court chooses to draw the line between 
public interest and private right.’ 

“These accounting problems are those with which accountants are especially trained 
to cope. Accountants are expert in matters that relate to the recording, classification, 
summarization, presentation and interpretation of financial facts. The organized body of 
accounting knowledge and the art of accountancy furnish the key that opens the door to 
the meaning of what is taxable income.” 

(14) Here is a list of important Supreme Court cases where the appellate court supported 
the Tax Court under the Dobson doctrine: McDonald v. Com’r., 323 U.S. 57, whether a cam- 
paign expense is a proper deduction; Com’r. v. Scottish American Investment Co., 323 U.S. 
119, whether a foreign corporation had an “office or place of business” in U.S.; Choate v. 
Com’r., 324 U.S. 1, whether equipment was separately sold in a sub-lease of oil property; 
Com’r. v. Court Holding Co., 324 U.S. 331, whether sale of corporate property after liquida- 
tion is attributable to corporation; Com’r. v. Wemyss, 324 U.S. 303, whether a transfer was 
made for purpose of gift tax; Com’r. v. Smith, 324 U.S. 177, whether employer’s interest was to 
have a stock option constitute future compensation; Boehm v. Com’r., 326 U.S. 287, whether 
stock was worthless; Com’r. v. Flowers, 326 U.S. 465, interpretation of “business expense” ; 
Kelly v. Com’r., 326 U.S. 521, whether payments were interest or dividends; Com’r. v. Tower, 
327 U. S. 280 and Lusthaus v. Com’r., 327 U.S. 293. 

Circuit court affirmances of Dobson cover such issues as: constructive receipt of income; 
redemption essentially equivalent to dividend and business purpose of recapitalization; ques- 
tions of stock worthlessness; was stock redemption taxable as dividend; trader’s securities 
as capital assets; unreasonable accumulations; taxpayer as “dealer” for capital gain or loss; 
what is ordinary and necessary expense; time of realization on exchange; combining steps 
of a reorganization plan; guaranty as gift; payments under forfeited option; whether there 
was a loan or capital continuation to a corporation; whether transaction was entered into for 
profit; gain on liquidation of affiliated corporation; hedging as capital transaction; corporate 
gain on liquidation sale; whether cost was capital or expense; source of royalty income; 
election of bad debt reserve; adequacy of reserve; trust taxable as association; is payment 
a compensation or gift; time of sale; is payment interest or dividend; is partnership taxable 
as association; what is reasonable salary; date of write-off; bad debt; also net income for 
percentage depletion; what is property held for sale to customers; what is fair market value; 
what is liquidating value of subsidiary’s property; was there a dividend in recapitalization; 
was a futures contract “intended” as speculation; what is the goodwill value; etc.; etc. 
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But administration also concerns our 
own—our professional relations with 
administrators. What is our status 
there ? 

I have always thought that the best 
expression of the development of the 
prokeamon in administration was that 
bv the president of the New York State 
Tax Commission, Mark Graves, in an 
address to our Society called “The Con- 
tribution of the Accounting Profession 

1 Tax Administration.” This was pub- 
lished in the January, 1938, New York 
Certified Public Accountant. Here I 
have taken the liberty to abstract what 
seem like beacon towers— 
“T feel that I can speak with some 
authority because I am not an accountant 
myself. On the other hand, I am a member 
of the legal fraternity, so I am not preju- 
diced i n your behalf. 
“In the organization for the administra- 
tion of al recent taxes we have consulted 
and advised with committees of your (ac- 
counting) organization. I frankly admit that 
the administration of tax laws in this state 
is better than it would otherwise have been 
because of the advice, assistance and co- 
operation we have received from your or- 
ganization through the committees which 
have represented it. 
“The cost of administration to govern- 
ment would be increased very perceptibly 
except for the contribution which account- 
ants make in that direction, first, of estab- 
lishing appropriate sets of accounts; sec- 
ond, in making returns; third, in supplying 
the supplemental information; fourth, in 
explaining the returns if called upon at 
conferences or informal or formal hearings 
“I do not know what the taxpayers and 
the government would have done if there 
had not been a body of men trained in 
chnique. It is quite as important a 

e as the skill of the surgeon, which, 
ill know, has been ena tig dur- 
ing the past Seonans. There has been a 







chall ur profession to develop 
new te ques fast enogh to keep apace 
with tl ew requirements of government 
in the us fields of taxation, and per- 





haps otherwise. 

“Obvi iously, the men who have devised 
the accounting system, who understand the 
r of accounting terms, and of ac- 
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projessional standing, viz: Robert H. Montgomery, 
Isidor Sack, Maurice Austin, Benjamin Grund, V. 
“ hardson, Max Rolnik, Paul D. Seghers, J. S. Seidman, Troy G. Thurston, 
and so many others of equal importance. 

+ i foregoing article was written by Mr. Lasser before Mr. Justice Shientag 


Benjamin Harrow, 
Mills, Mark E. 
Russell S. + et hi 

(Ec 1. d Note: 


irles Melvoin 


rendered his decision in the Matter of New York County Lawyers’ 
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counts and what they should contain, are 
the natural and logical men to make out 
tax returns. And having made out tax re- 
turns it is an obvious thing for the 
accountant who devised the accounting sys- 
tem and made out the return, to undertake 
to explain the items contained in the re- 
turn. And I do not think that is practicing 
law either. If in the explanation of them 
he says, ‘My understanding of this law or 
this regulation or this ruling or this deci- 
sion is so-and-so,’ still I do not believe that 
he is practicing law, certainly not in any 
practical sense. 

‘Then he is called into conference, in- 
formal hearings, and such, and again as a 
matter of practical administration, as a 
matter of the conduct of business, I fail 
to see why it should be necessary for the 
client to hire a lawyer to talk about the 
law, and an accountant to talk about the 
accountants, That just sounds ridiculous to 


me. 
Conclusion 

This is an historical report: a com- 
mentary on our achievements, the rec- 
ognition given to the standards of our 
members; it has also covered the of- 
fending elements still to be uprooted. 

Sheer modesty has prevented the re- 
porting of the magnificent contributions 
of our brethren to: the literature of the 
profession; the schools that have and 
continue to aid the development of our- 
selves and a lot of others for the work. 
Nor is anything said of the community 
appreciation of our status. It, briefly, 
assumes that the accountant—and only 
the accountant—can fairly determine 
the facts in the individual and business 
accounting of tax matters with the gov- 
ernment 

And sheer fright (for fear of missing 
a few) has prevented me from referring 
in detail to the strange breed“* in our 
own midst who devote nearly all their 
hours to research in this field. For them 
I might record that their labor has been 
enormous. Their contributions to the 
public welfare has been and is a con- 
tinued ornament to the profession. 








rmit me to pay tribute to the accountants whose 
n contributions to our tax literature have added so much to our 


Joseph J. Klein, Walter A. Cooper, 
H. Maloney, Leslie 


Ass'n. v. Bernard Bercu, 


reported in The New York Law Journal, March 19, 1947, page 1076, column 2.) 
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The RGle of the State Board of Examiners 
in the Development of Accountancy 
in New York 


By WALTER N. Dean, C.P.A. 


W HEN this title was assigned to me, 
I felt impelled to ask the age-old 
question—which was first the hen or the 
egg? Did the work of the Board of 
Examiners influence the development of 
accountancy, or did the development of 
accountancy influence the work of the 
Board? Possibly, the answer is that the 
forces of action and reaction are equal, 
but the influence of the first Board of 
Examiners can hardly be questioned. 


The Beginning ... April 17, 1896 


Public Accountants were known in 
this country long before 1896, when 
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New York State enacted the first 
C.P.A. law, and at least some of them 
were recognized as professional men. 
Yet, the Secretary of the Board of Re- 
gents in his report for 1896 said: 


“The public accountants have been made 
a distinct profession by a law authorizing 
the regents to appoint examiners and to 
issue credentials to those 21 years of age, 
of good moral character and who have 
passed the professional examinations neces- 
sary to entitle them to use the title certified 
public accountant and to attach the initials 
C. P. A. to their names. For a single year 
the regents are allowed to waive the ex- 
amination in the case of men of undoubted 
standing and ability. The effect of this law 
will clearly be to elevate materially the 
standard of public accountants who are 
coming more and more to have the most 
important interests committed to their 
charge and to have functions in many cases 
as important as those of the commercial 
lawyer.” 


The Banking Law fournal for June, 
1896, announced the appointment of the 
first Board of Examiners and said: 


“While the new law does not restrict 
the practice of accountancy to those who 
qualify by a prescribed course of study 
and training, culminating in examination 
and license, as in the professions of law 
and medicine, it does provide for examina- 
tion and certificate, with the exclusive 
right to those qualifying thereunder to use 
the title ‘Certified Public Accountant’ 
(C. P. A.) and thus aims at the creation 
of a professional, titled class, to whom the 
public generally may entrust their busi- 
ness. 


30th writers recognized that public 
accountancy had been made legally a 
profession, but failed to realize that 
actually a new proiession had been 
born—Certified Public Accountancy. 
Even today, fifty years later, we speak 
of the profession as public accountancy 
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but the law made a distinction between 
Certified Public Accountancy and Pub- 
lic Accountancy, and the gap has grown 
ever wider. 

This first C. P. A. law was a model 
of brevity, less than 400 words includ- 
ing the title. It provided that a person 
“who shall have received from the re- 
gents of the university a certificate of 
his qualifications to practice as a public 
expert accountant, as hereinafter pro- 
vided, shall be styled and known as a 
certified public accountant; and no 
other person shall assume such title 

”, and that “the regents of the uni- 
versity shall make rules for the exami- 
nation of persons applying for certifi- 
cates under this act, and may appoint 
a board of three examiners for the pur- 
pose...’ The Regents were also au- 
thorized to charge fees for examination 
and certificate and to waive examina- 
tion of those engaged for more than 
one year before passage of the act in 
practice on own account. 


It will be noted that full power was 
vested in the “regents of the university” 
and that appointsnent of a Board of Ex- 
aminers was permissive, not mandatory. 
It was not until 1929 that the statute 
required appointment of a Board of 
Examiners, and even then the power of 
the Board was limited to making rec- 
ommendations to the Education De- 
partment and final authority was left 
with the Regents. Hence, the Board 
has always had to work through the 
Department and, officially, all actions 
appear as rules of the Regents or regu- 
lations of the Commissioner of Educa- 
tion, even though most of them have 
originated in the Board and only occa- 
sionally have the Regents taken action 
without approval of the Board. 


The First Rules 


Bearing in mind the form and opera- 
tion of the organization, it must be pre- 


sumed that the first Board of Exami- 
ners, appointed in May, 1896, con- 
tributed largely to the drafting of the 
first rules for Certified Public Account- 
ant examinations and certificates, even 
though the first recorded minutes of 
the Board were under date of October 
28, 1896, and the first rules were en- 
acted by the Regents on October 15, 
1896. This presumption seems also to 
be supported by a reading of these rules 
which contained the following pro- 
visions: 

“Examinations may be waived on unani- 
mous recommendation of the examiners in 
the case of candidates well known to them 
as meeting the professional requirements 
and as having been in reputable practice 
as public accountants since January 1, 1890, 
the same fee to be paid as for examination. 

“The full C. P. A. certificate is to be 
granted only to those at least 25 years of 
age who have had five year’s satisfactory 
experience in the study or practice of 
accounting. 

“Candidates having the required prelimi- 
nary education and passing the required 
examinations but without the age or the 
five years’ experience required for the full 
C. P. A. certificate may be certified as 
junior accountants under the same condi- 
tions as to residence and character. 

“Two examinations, in June and Decem- 
ber, are to be held annually. There are 
to be four sessions of three hours each as 
follows: 1 Theory of Accounts, 2 Prac- 
tical Accounting, 3 Auditing, 4 Commer- 
cial Law. 

“Candidates must complete all four sub- 
jects at a single examination as required 
in medicine. 

Candidates for either the C. P. A. or 
the junior accountant certificate must be 
more than 21 years of age and of good 
moral character. They must pay a fee of 
$25 and must have the regents academic 
diploma or its equivalent, as prescribed for 
other professional examinations.” 


It is interesting to note that the four 
subjects in the examination and the 
amount of the fee have remained un- 
changed and have been adopted by 
nearly all of the other states. In addi- 
tion to fixing the pattern for the ex- 
aminations, this first Board was re- 
quired to consider at length may ques- 
tions of experience. In the fiscal year 
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1896-97, only 14 candidates were ex- 
amined, while 104 certificates were is- 
sued under the waiver. The decisions 
made in these cases established preced- 
ents for the guidance of future Boards 
and for the profession not only in New 
York but throughout the country. 


The First Board of Examiners 


It is indeed fitting to refer briefly to 
the personnel of that first Board: 


Charles W. Haskins, of Haskins and 
Sells, a leader in the profession and 
in education for the profession, 
founder and first Dean of the 
School of Commerce, Accounts and 
Finance of New York University. 

Col. Charles E. Sprague, Ph.D., 
President of the Union Dime Sav- 
ings Bank, teacher, soldier, ac- 
countant, banker, and author of 
two accounting classics: The Phi- 
losophy of Accounts, and The Ac- 
countancy of Investment. 

Frank Broaker, of Broaker and 
Chapman, Vice-President of the 
American Association of Public 
Accountants, teacher, author and 
the one recognized by his contem- 
poraries as deserving most credit 
for the passage of the first C. P. A. 
law. 


These were the three men who 
blazed the trail, who set the require- 
ments and the standards for the new 
profession, and whose influence upon 
the development of Certified Public Ac- 
countancy cannot be questioned. There 
have been modifications and changes in 
detail, but the basic requirements, Edu- 
cation, Examination, and Experience, 
established by the first law and the first 
Board, have remained. 

The age requirement of 25 years re- 
mained in effect until 1911, although 
the law said “over the age of twenty- 
one years”. 
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The Education Requirement 


The education requirement of high 
school or equivalent remained until jan- 
uary 1, 1938, when Section 1498-a of 
the 1929 law became effective. In the 
1914 report of the Education Depart- 
ment, Dr. A. S. Downing suggested 
“that the time seems ripe for requiring 
professional training for admission to 
the C. P. A. examination,” and this was 
noted in the minutes of the meeting of 
the Board of Examiners held on July 
21, 1915, with the statement: 


“In the above recommendation this 
Board heartily concurs.” 


The term “professional training” 
used by Dr. Downing is not to be con- 
fused with professional experience, but 
refers to training in a_ professional 
school. Strictly speaking, there were 
no professional schools of accountancy 
in 1914, but the newly organized 
schools of commerce or business admin- 
istration were developing rapidly, both 
in number and in quality of instruction. 
Dr. Downing and the Board were well 
aware of this, and undoubtedly were 
equally well aware that years would be 
spent in discussion and debate before 
it was finally approved as Section 
1498-a of the 1929 law. Despite the 
fact that during all of this time the 
Board of Examiners had urged the need 
of higher academic education at every 
opportunity, the effective date of the 
new requirement was put off nine more 
years. 


Following the passage of the 1929 
law, it became necessary for the Educa- 
tion Department and the schools to pre- 
pare for the January 1, 1938, deadline. 
Originally, it seems to have been the 
thought that the course of study should 
be principally in accounting and tech- 
nical subjects, but the Board of Ex- 
aminers pointed out that recent ex- 
aminations had demonstrated a much 
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greater lack of general education than 
lack of accounting knowledge, and in- 
sisted that a fair part of the new course 
of study should be devoted to liberal 
arts. This view was accepted by the 
Department and the schools without 
argument. even though some of the 
schools had to revise their courses. In 
the profession of Ceriified Public Ac- 
countancy, January 1, 1938, is a date 
second in importance only to April 17, 
1896. It was another first in history 
and established college education as a 
requirement for the certificate, a step 
that is being followed by other states 
and is destined to spread to all of them. 


The Examination Requirement 


The second of the basic requirements 
is the Examination. I have previously 
noted that there has been no change in 
the subjects selected by the first Board, 
but there have been several changes in 
the rules, all intended to make it easier 
for the candidates. 

The first examination was held De- 
cember 15-16, 1896, and as provided in 
the rule, 3 hours were allowed for each 
subject. In the second examination, 
the time allowed for Practical Account- 
ing was extended to 4 hours. In Oc- 
tober, 1907, this was changed to 2 ses- 
sions of 3 hours each. In May, 1928, 
the time in each session was extended 
to 4 hours, and for one examination, 
October, 1940, there were 2 sessions of 
5 hours each. The present schedule was 
adopted in May, 1946, and allows 4% 
hours for each session in Practical Ac- 
counting and 3% hours for each of the 
other subjects. 

The first rules required that all four 
subjects be passed at one sitting. This 
remained in effect until 1908, when pro- 
vision was made for conditioning in one 
subject. In 1934, this was further 
modified to give credit for passing any 
two subjects or for passing Practical 
Accounting only. In 1943, the exam- 
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ination was divided into two parts: the 
first, consisting of the subjects, Theory 
of Accounts, Auditing and Commercial 
Law, may be taken immediately upon 
completion of the required college 
course; the second part, Practical Ac- 
counting, may be taken only after com- 
pletion of the required experience. It 
is still one examination of 4 subjects, 
not four separate examinations, but 
taking it in two parts relieves a great 
deal of the nervous strain of a 21 day 
examination and also eases the burden 
of preparation. 


The Experience Requirement 

The experience requirement in the 
first rules was “five years’ satisfactory 
experience in the study or practice of 
accounting”. This was changed in 
1899 to read “three years’ satisfactory 
experience in the practice of public ac- 
counting, of which at least one year 
must have been in the office of an expert 
public accountant”. In 1913, the time 
was increased to “five years of experi- 
ence in the practice of accountancy, at 
least two of which should be in the em- 
ploy of a certified public accountant in 
active practice in no less grade than 
that of a junior accountant”. 

The differences in the language of 
these three rules are interesting, but of 
no practical importance. In 1896, there 
were no certified public accountants 
other than those who had been granted 
waiver certificates ; yet the record shows 
that no experience other than public 
practice was considered “satisfactory” 
by the Board. The change in 1899 was 
to make this clear, and in the language 
of the time, “in the office of an expert 
public accountant”, had the same mean- 
ing as the 1913 language, “in the employ 
of a certified public accountant in active 
practice”. The law of 1896 defined a 
certified public accountant as a public 
expert accountant who had received the 
certificate, and in every day usage the 
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terms were synonymous. The only 
real differences were in the length of 
time required. 

This requirement of actual protes- 
sional auditing experience has been the 
subject of more persistent attack by 
non-professional accountants than any 
of the other established requirements 
and, almost without exception, the edu- 
cators in the Department have tended 
to favor the opposition to this policy of 
the Board of Examiners. Many certi- 
fied public accountants have given en- 
couragement to this opposition by fail- 
ing to recognize that the profession is 
Certified Public Accountancy and that 
the public interest is concerned only 
with those who hold themselves out to 
the public as practitioners. It seems 
almost axiomatic that a State licensing 
department should not be concerned 
with the competency or incompetency of 
those who enter private employ or the 
civil service. Yet for fifty years the 
Board of Examiners has had to defend 
its positon against both direct and in- 
direct attacks by individuals and organ- 
ized groups of private and govern- 
mental accountants. 

The first attack was launched in 1897, 
one year after the enactment of the first 
C. P. A. law. This was the Ford bill 
introduced, but not passed, in the 1897 
legislature, which provided for certifi- 
cate by waiver to “all persons who on 
April 17, 1896 were employed by any 
of the city governments of this state as 
auditors in the office of the comptroller 
or as chief clerks, examiners or assist- 
nt examiners in the offices of the 
commissioner of accounts”’ 

Space does not permit even the list- 
ing of later actions, and no purpose 
would be served thereby. Suffice it to 
say that for fifty years every change in 
the wording of the rules, every special 
tule promulgated for the relief of ap- 
parent hardships, every proposal of 
new legislation, and every change in 
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the administration of the Education 
Department has been the signal for a 
renewed attempt by the governmental 
accountants to obtain full recognition 
of their experience. 

The 1913 rule was amended in 1918 
to permit admission to the examina- 
tion upon completion of 3 of the 5 
years’ experience. In 1927, a graduate 
from a college or school of accountancy 
and business administration was given 
credit for 2 years of general experience 
in accountancy, and after January 1, 
1938, this credit became automatic and 
the rule was changed to read 3 years. 
Also, in 1927, provision was made for 
the waiver of the high school education 
requirement for those engaged in pub- 
lic accounting for 10 years prior to 
January 1, 1930, and provision was 
also made that 10 years’ practice of 
public accountancy by an applicant on 
his own account prior to January 1, 
1938, would be accepted as meeting 
the experience requirement. These 
two waivers were recommended by the 
Board to afford an opportunity to all 
those in public practice to obtain cer- 
tificates before the higher academic 
standards then under discussion were 
imposed. 

In 1925, provision was made for ac- 
ceptance of 2% years in the U. S. 
Army during World War I as equiva- 
lent to 6 months’ experience in the em- 
ploy of a certified public accountant, 
but for all practical purposes, this was 
a meaningless gesture as only 1 year 
and 7 months had elapsed between the 
declaration of war and the signing of 
the armistice, and very few were ever 
able to show 2!4 years’ service. In 
1929, an addition to the experience 
rule was adopted so that either 2 years 
in the employ of a C. P. A., or 4 years 
in the employ of a public accountant 
who had been in practice for 10 years, 
could be accepted. 

As a result the Board, in 1930, was 
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faced not only with the problem of set- 
ting one examination for both college 
graduates and those without a high 
school education, but also with the 
problem of three separate experience 
requirements, with no provision for 
averaging or for approval of other ex- 
perience in lieu of even a small part 
of the required time under any one of 
the three rules. Under a strict inter- 
pretation of these rules, an applicant 
who had 1% years’ employment by a 
C. P. A., 3% years’ employment by a 
public accountant, and 9% years’ prac- 
tice on his own account did not qualify, 
although he lacked only 6 months 
under each of the three requirements. 
Few of the cases were so extreme, but 
the injustice of arbitrary rules was 
quite apparent. The Board, therefore, 
asked for discretionary power to deal 
justly with these cases and, in 1934, 
the rule was amended to read “in the 
employ of a duly authorized certified 
public accountant in active practice or 
the equivalent thereof as determined 
by the Board”. To preclude any possi- 
bility of approval of all kinds of ex- 
perience as equivalent, a sentence was 
added to the same rule reading: 
“A reasonable portion of the experience 
required for the certificate shall be gained 


by the applicant in responsible work on 
diversified audit engagements.” 


The purpose and meaning of this 
language and the intent of the Board 
were quite well understood by the Re- 
gents and the Department at the time 
and for eight years thereafter. Never- 
theless, constant attack finally suc- 
ceeded in making it appear that the 
rule began and ended with the word 
“equivalent”. 

The earlier Boards had to deal with 
the question of experience mainly 
under the waiver provision in the first 
law, which limited the time for filing 
applications to one year after passage 
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of the act. In 1901, the legislature ex- 
tended to September 1, 1901, the time 
for filing such applications, but made 
no change in the requirement that the 
applicant must have been engaged in 
practice as a public accountant for 
more than one year before passage of 
the law. Three applicants who had 
been disapproved several times by the 
Board on the ground that the evidence 
submitted did not show actual practice 
of public accounting for one year prior 
to April 17, 1896, were approved by 
the Regents on October 4, 1904. This 
action resulted in some lengthy corre- 
spondence and the resignation of two 
of the three board members on Febru- 
ary 8, 1905. The Commissioner of 
Education wrote in response to these 
resignations : 


“It is my opinion as I understand it to 
be the opinion of the Board of Regents, 
that the statute does not provide that the 
determination of applications for certifi- 
cates under the clause waiving examina- 
tions should be made by the Board of 
Examiners, but that such determination 
must necessarily be made by the Board 
of Regents, and that no good end is 
accomplished by referring them in the 
first instance to the Board of Examiners. 
The function of the Board of Examiners 
is to examine and pass upon the answer 
papers of applicants who must take the 
examination.” 


Business World, in its issue of 


March, 1905, page 132, said: 

“While we cannot endorse in its entirety 
the radical views expressed by our contri- 
butor in another part of this issue, we 
believe that the action of the board should 
be final in the case of applications brought 
before it, unless revoked by the courts 
after due process of law. If the C. P. A. 
certificate can be given hereafter by a 
political appointee to anyone having the 
necessary political pull, then the C. P. A. 
certificate is not and will not be worth the 
paper on which it is written, and it were 
better to revoke the law.” 


In its April, 1905, issue, page 170, 
Business World again commented: 


“It seems to be the opinion of most 
accountants that under a strict construc- 
tion of the wording of the present law, 








wea Ee a ws Cl 





The New York State Society of Certified Public Accountants 


the Regents have the power to take such 
action as they did in the cases leading to 
the resignation of the two former members 
of the Board. That it was the intention of 
the makers of that law to grant them such 
power seems preposterous to those who 
were conversant with affairs at the time of 
its enactment. Should further arbitrary 
abuses of this power occur, it would be 
well to remember that the State Legisla- 
ture is the source from which such power 
is drawn; and a new law or an amendment 
to the present one is not beyond the pos- 
sibility of attainment.” 

These were the last certificates is- 
sued under the original waiver clause. 
The record shows 7 more waiver certi- 
ficates issued in the fiscal year 1913-14, 
but in these cases, the waiver of ex- 
amination was based upon certificates 
issued by other states and they should 
properly be classed as indorsements. 
The particular question involved in 
the 1904 action did not again arise, 
but it was almost forty years, 
and several Commissioners later, be- 
fore the Regents again overruled the 
Board on a question of experience and 
a Commissioner of Education held 
statutory authority sufficient reason for 
ignoring recommendations of the 
Board of Examiners. This second 
overruling of the Board is too recent 
for historical comment, but the fact 
that there have been only two such in- 
stances in fifty years is worthy of note. 


Indorsements 


Whatever may be said for the influ- 
ence of the Board of Examiners on the 
development of accountancy, it is un- 
deniable that the development of ac- 
countancy brought about the need for 
recognition of certificates issued by 
other states. Under Section 51 of the 
Education Law, the Regents have al- 
ways had power to accept credentials 
in any profession issued by another 
state or country, and as previously 
noted, 7 certificates were issued in the 
1913-14 fiscal year under a reciprocity 
tule enacted by the Regents. Two 
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more certificates were issued under 
this rule, one in 1918-19 and another 
in 1919-20. In 1922, the requirement 
of a reciprocal agreement with the 
other state was eliminated and the 
policy of indorsement without reci- 
procity by the other state was estab- 
lished. Under this rule, 79 certificates 
were issued before it became a part 
of the statute as Section 1492-a of the 
1929 law. This made a total of only 
88 up to 1929, but in the following 
5 years, 345 such certificates were 
issued. The contribution of the Board 
of Examiners to this movement con- 
sisted only of formulating policies and 
rules under Section 1492-a and advis- 
ing the Regents with respect to cre- 
dentials from other countries which 
still may be indorsed only under Sec- 
tion 51. This work and the large num- 
ber of applications under Section 
1492-a made the Board acutely aware 
of the need for closer relations with 
other state boards and culminated in 
the organization of the Association of 
C. P. A. Examiners in 1935, an asso- 
ciation of state boards to serve as a 
clearing house for information, to es- 
tablish better understanding among 
boards, and to improve the standards 
of examinations and grading. 


The Examination Syllabus 


One major contribution to the de- 
velopment of accountancy by the first 
Board of Examiners has not been men- 
tioned. It was the syllabus for the 
examination written by Charles W. 
Haskins and published in 1900 to pro- 
vide a 

“systematic statement of the scope of the 

examinations, accompanied by an outline 

of the sub-topics of which the candidate 
is required to have general or specific 
knowledge” 

This syllabus was reissued in 1903 
and 1907. A revision was published in 
1911 and reissued in 1912. In the fol- 
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lowing twenty years, the matter was 
either forgotten or no one willing to 
undertake the work could be found. 
The next syllabus, and to date the last 
one, was published in 1935. The first 
draft, by far the hardest part of the 
job, was prepared by George E. Ben- 
nett. Various parts were then assigned 
to the other members of the Board for 
criticism and revision. Finally a re- 
vised draft was tentatively approved 
by the Board, submitted to the Council 
on Accountancy, further revised, sub- 
mitted to the faculties of all the schools 
and colleges of accountancy and busi- 
ness administration in the State, and 
then revised as a whole by a committee 
consisting of Norman FE. Webster, 
Chairman of the Board of Examiners, 
and John T. Madden, Dean of the 
School of Commerce, Accounts and 
Finance of New York University and 
Secretary of the Council on Account- 
ancy. It took the combined efforts of 
all these people, and a period of three 
years, to produce the 1935 syllabus. 
The first syllabus was written by one 
man, the chairman of the first Board. 


The Board and Its Work 


The Board of Examiners consisted 
of 3 members prior to 1929, when the 
number was increased to 5. In the fifty 


years since it was established, 33 indi- 
viduals have served on the Board for 
periods ranging from 1 to 17 years. 
The Board has prepared the questions 
for 102 examinations, has graded the 
answer papers, and has passed upon 
all applications for examination, certi- 
ficate and indorsement. If there is any 
doubt about the effect of the develop- 
ment of accountancy upon the work 
of the Board, a few figures will quickly 
dispel it. In the fiscal year 1896-97, 
only 14 candidates were examined. By 
1920-21, the number had increased to 
327. In 1929-30, it was 2,306, and the 
peak number, 4,983, was reached in 
1937-38 when the college requirement 
went into effect. In that one year, the 
3oard acted upon 3,092 applications, 
graded 14,022 answer papers and re- 
viewed 456 appeals from grading. In 
the three following years, the number 
of candidates in the examination 
gradually decreased to 3,198 in 1940- 
41. There was a further decline during 
the war years, but in the calendar year 
1946, the number was 3,653. Our 
schools are filled to capacity, or beyond 
it, and the 1937-38 peak may soon be 
passed. Will the next history of the 
Board of Examiners record its burial 
under a mass of detail, or will it record 
vital changes in the administrative 
organization? 


(Ed. Note: The foregoing article was written before the enactment of the Oliver Bill on 
March 24, 1947, as Chapter 340 of the New York Laws of 1947.) 
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The National Organization 
After Sixty Years 


By Joun L. Carey 


 ptinage within ten years of each 
other, in the same city, the Ameri- 
can Institute of Accountants and the 
New York State Society of Certified 
Public Accountants have moved for- 
ward side by side in their service to 
the profession. The American Insti- 
tute has served the profession nation- 
ally; the New York State Society, 
locally in its state. Though applied 
over different areas, their objectives 
have been parallel and their work com- 
plementary. 

The American Institute is now sixty 
years old, It began in 1887 under the 
name of the American Association of 
Public Accountants. In 1917 the name 
was changed to American Institute of 
Accountants. The Association had 
merged in 1905 with the Federation of 
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Societies of Public Accountants in the 
United States of America, and the In- 
stitute merged in 1936 with the Ameri- 
can Society of Certified Public Ac- 
countants. Since that date the Insti- 
tute has stood as the only national 
organization of certified public ac- 
countants, tracing its lineage directly to 
all the principal national professional 
accounting societies which have existed 
in this country. 

When the original national society, 
the American Association, was incor- 
porated in 1887, its principal purposes 
were to “elevate the profession of 
public accountants as a whole” and to 
“promote the usefulness of members” 
by setting high standards of conduct 
and professional attainment. The other 
sarlier societies emphasized one ob- 
jective or another. Institute carries 
forward the purposes of all of them. 
These purposes are reflected in the 
first article of the by-laws: 


(1) To unite the accountancy pro- 
fession of the United States. 

(2) To promote and maintain high 
professional and moral stand- 
ards. 

(3) To assist in the maintenance 
of high standards for the cer- 
tified public accountant certifi- 
cate in the several states. 

(4) To safeguard the interests of 
public accountants. 

(5) To advance the science of ac- 
countancy. 

(6) To develop and improve ac- 
countancy education. 

(7) To provide for the examina- 
tion of candidates for member- 
ship. 
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(8) To encourage cordial inter- 
course among accountants 
practicing in the United States 
of America. 

Unity 


Total membership in the Institute 
is now over 10,000, and the aggregate 
membership of all state societies—of 
which New York is the largest—is 
more than 15,000. The existence of 
both state organizations and the na- 
tional society makes for a type of unity 
which could not otherwise be achieved. 
Their relationships are not confined to 
friendly communication, but to actual 
collaboration on specific projects and 
continual cooperation in the broad 
field of exchange of information. The 
state societies are the sources of in- 
formation and advice which, collected 
and interpreted in the national society, 
accurately reflect a cross-section of 
professional opinion throughout the 
nation and permit the profession as a 
whole to work with maximum effec- 
tiveness. 

Certain functions can be performed 
by one group more effectively than by 
the other. The Institute represents 
the profession at the national level, the 
state societies at the state level. In the 
problem of state legislation, for ex- 
ample, only a state society can deal 
effectively with a state legislature. But 
forty-odd states can conceivably deve- 
lop forty-odd types of accounting leg- 
islation. Uniform legislation and in- 
terstate reciprocity are in the interests 
of the entire profession, and it is 
through the national organization that 
the views and experiences of different 
state societies can be brought together 
and uniform accountancy laws recom- 
mended. 

The objects of the New York State 
Society as stated in its certificate of in- 
corporation carry out this principle of 
unity. Where the Institute’s objective 
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is to unite the profession, the New 
York State Society gives the com- 
plementary objective “to correspond 
and hold relations with other organ- 
izations of accountants.” 

The New York State Society played 
a responsible role in promoting the 
merger of the two national organiza- 
tions, the Institute and the American 
Society of Certified Public Account- 
ants, which existed separately between 
1921 and 1936. The directors of the 
New York State Society took an initial 
step toward bringing about the merger 
when, in 1932, they adopted a resolu- 
tion giving the opinion that the needs 
of the profession could be served best 
by one national organization and ask- 
ing the cooperation of all state societies 
in achieving this. 

At the time of the merger there was 
formed an Advisory Council of State 
Society Presidents, designed to serve 
as a liaison between the national and 
state organization. To keep state so- 
cieties informed of all events of import- 
ance to the profession, the Institute 
established at its headquarters a state 
society information clearing house. 
This has grown into the State Society 
Service Department, whose purpose is 
to make it possible for the entire or- 
ganized profession to think about and 
act on the same basic problems at the 
same time. 

In addition to coordinating the work 
of the different societies of certified 
public accountants, the Institute works 
closely with other organizations in the 
accounting field. These include the 
American Accounting Association, re- 
presenting university instructors of ac- 
counting; the Association of Certified 
Public Accountant Examiners, com- 
posed of members of state boards of 
accountancy; the National Association 
of Cost Accountants; Controllers In- 
stitute of America; the Institute of 
Internal Auditors; National Associa- 
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tion of Bank Auditors and Comptrol- 
lers; and the Controllers Congress ot 
the National Retail Dry Goods As- 
sociation. 


Professional Standards 


Early in its history the Institute 
began actively to develop standards of 
professional conduct, recognizing that 
self-discipline is a necessary founda- 
tion for public confidence. Its rules 
have been strictly enforced by re- 
primand, suspension, and expulsion of 
members. They have been adopted in 
whole or in part by a number of state 
societies. 

Through the activities of technical 
and other committees technical stand- 
ards have been given equal emphasis. 
In 1917 the first authoritative state- 
ment of generally accepted auditing 
procedure was prepared by a Institute 
committee and published by the Fed- 
eral Reserve Board. The pamphlet 
was revised and enlarged in 1929 and 
again in 1936 when it was published by 
the Institute under the title “Examina- 
tion of Financial Statements by Inde- 
pendent Public Accountants.” This 
has been supplemented by twenty-two 
Statements on Auditing Procedure is- 
sued by the Institute’s committee on 
auditing procedure. 


In 1939 the work of several technical 
committees was consolidated in the 
hands of an enlarged committee on ac- 
counting procedure and a research de- 
partment was created to work under 
the direction of this committee. Since 
that time twenty-seven Accounting Re- 
search Bulletins issued by the com- 
mittee have been widely accepted by 
the profession and by business estab- 
lishments and government agencies as 
authoritative statements of generally 
accepted accounting procedure. 

Development and application of ac- 
counting procedures is a joint Institute- 
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state society undertaking. The national 
organization must assume leadership 
in setting authoritative procedures. 
Without the leadership of one re- 
spected authority, it would be possible 
for different groups in different areas 
to take divergent and uncoordinated 
actions regardless of their effect on the 
rest of the country. But the national 
organization must rely on the criticism 
and advice of individual state societies 
so that procedures set down will be 
those of general acceptance. Thus the 
state societies and their chapters are 
the forums where problems are dis- 
cussed; the national organziation is 
the coordinating authority. After pro- 
cedures have been established, the 
function of the national organization is 
to present the profession’s findings to 
interested groups nationally, and the 
function of the state societies is to im- 
plement this policy locally. 


High Standards for the C.P.A. 
Certificate 


Since its founding the Institute has 
worked for the establishment of uni- 
form standards for accounting exam- 
inations throughout the country. The 
New York State Society, by its ex- 
ample, has been a leader in setting 
high standards. Both have recognized 
that the prestige of the profession in 
one state is not independent of its 
standing in another, and that its coun- 
try-wide prestige depends on the main- 
tenance of high standards in every 
state. 

The present plan of cooperation with 
state boards of accountancy in present- 
ing the uniform certified public ac- 
countant examination was first pro- 
posed by the Institute in 1917. The 
plan provided that the Institute supply 
state boards with examination ques- 
tions and problems and that examina- 
tions in the different states be held 
simultaneously on a_ prearranged 
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schedule. After the examinations, 
papers could be submitted to the In- 
stitute for grading if the boards de- 
sired. 

Three states adopted the uniform 
examinations during the first year. 
Now, they are in use by forty-four 
states—including New York—as well 
as four territories and the District of 
Columbia. 

In the development of accountancy 
legislation, New York boasts two not- 
able firsts. The 1896 New York State 
C.P.A. law, whose enactment was se- 
cured by efforts of a committee of the 
Institute’s predecessor, the American 
Association, was the first in the coun- 
try. The 1938 amendment to the New 
York law, supported by the state so- 
ciety, was the first to make the college 
degree a prerequisite for admission to 
the examination. 


The Interests of Public Accountants 

The principle legitimate interest of 
the profession is to retain public con- 
fidence so that to the full extent of its 
capacity it may serve the community. 
Both the Institute and the New York 
State Society have for many years, as 
a part of their regular functions, carried 
on programs to inform the public about 
the profession and its work. 

This has meant not only the general 
operations of a public information de- 
partment, but also cooperation with 
numerous outside groups. In the gov- 
ernmental field the Institute has main- 
tained close relations with Federal 
agencies to preserve the standing of 
certified public accountants before such 
agencies, and has represented the pro- 
fession in opposing any Federal leg- 
islation which would narrow the pro- 
fession’s opportunities. The Institute 
has cooperated closely with the General 
\ccounting Office, to their mutual ad- 
vantage, and with the Securities and 
oF 


‘xchange Commission, which pres- 


cribes accounting rules in connection 
with practice before it, since its incep- 
tion. Among various national busi- 
ness and professional groups with 
which the Institute has worked are the 
bar, bankers and other credit grantors, 
and stock exchanges. The similarity 
of the New York State Society’s ac- 
tivities in its state is shown by titles of 
some of its committees—for example, 
the committees on legislation, on co- 
operation with the state education de- 
partment and its agencies, and on co- 
operation with bankers, with credit 
men, and with the bar. 

When a national problem arises, 
often it is natural that the Institute take 
the lead in treating it. Sometimes, 
however, as in the Bercu case, leader- 
ship falls to the state society in a situa- 
tion of national implications. What 
the New York State Society accom- 
plished in this instance, with the Insti- 
tute’s support and cooperation, is of 
tremendous importance and benefit to 
certified public accountants every- 
where. Through the Institute the re- 
sults of the case will be put to best 
advantage throughout the country. 


The Science of Accountancy 
Whether accountancy is an art or a 
science or both the Institute has 
labored to improve its techniques 
through The Journal of Accountancy, 
founded in 1905, the leading account- 
ing magazine in this country. In an 
editorial in its first issue The Journal 
termed its basic purpose “the estab- 
lishment of accountancy in law and 
opinion as a learned profession.” Since 
then its technical articles published 
each month have represented the best 
thought of many outstanding account- 
ants. Its circulation has now passed 
38,000. The New York State counter- 
part of the national magazine is The 
New York State Certified Public Ac- 
countant, now in its twenty-seventh 
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year of publication, designed parti- 
cularly to serve the interest of account- 
ants in the local area. 


Through the services of its library 
the Institute makes available to its 
members and thousands of others con- 
siderable literature on accounting; it 
now lists 1,766 titles of books on ac- 
counting by American authors. The 
New York State Society took part in 
establishing the library’s services when 
in 1917 it contributed $10,000 to the 
then newly-created library endowment 
fund. 


Education 


The Institute has always maintained 
a keen interest in the development of 
accounting education at the university 
level, and its successive committees on 
education have cooperated in various 
ways with teachers of accounting. The 
first direct participation in accounting 
education by a national society was 
taken in 1892 when the members of the 
American Association applied for and 
received from the Board of Regents of 
New York a charter for the incorpora- 
tion of the New York School of Ac- 
counts. Although this direct venture 
into education did not prove success- 
ful, the Association and later the In- 
stitute carried on their efforts in the 
educational field by cooperating with 
universities and colleges offering ac- 
counting courses. In 1944 the Insti- 
tute launched another direct educa- 
tional project—the refresher course 
for accountants returning from the 
armed services, “Contemporary <Ac- 
counting’—under the direction of a 
special committee and the director of 
education. 


A related undertaking is the Insti- 
tute’s research project in selection of 
personnel, also begun in 1944, in which 
the purpose has been to sponsor the 
development of psychological tests and 


measures of interest, ability, and 
achievement to aid in the selection of 
young men well qualified for profes- 
sional accounting work. 


Cordial Relations Among 

Accountants 

Through its annual meeting and the 
regional meetings which it has spon- 
sored, the Institute has engendered a 
widening acquaintance among certified 
public accountants of different states 
and different sections of the country. 
The awards which it grants for distinc- 
tion in the examinations and for out- 
standing contributions to the profes- 
sion have been valuable in developing 
a high esprit de corps. Statewide par- 
allels to these activities are the New 
York State Society’s chapter and an- 
nual meetings and its yearly awards 
for exceptional service. 


Key to the Future 

On every hand there is evidence of 
the success the Institute and the New 
York State Society have met with in 
their work for the profession. The 
membership of the Institute is at an 
all-time high and every month is in- 
creasing. The New York State Society 
is the largest of the country’s state 
organizations of certified public ac- 
countants. As the ranks of the two 
bodies have grown, their achievements 
have correspondingly increased. 


Too great recognition of past achieve- 
ments can lead to self-satisfaction 
and stagnancy. But one factor will 
prevent this—the continuing existence 
of effective professional organizations 
at both the national and the state level. 
Existence of both types of organiza- 
tions, complementing and supplement- 
ing each other, preserves the independ- 
ence of views which can constantly 
be channeled into constructive, for- 
ward-looking criticism in the collective 
interest of the entire profession. 











A History of Women in 
Public Accounting 


By JENNIE M. 


eam early times women have been 
record keepers and from the early 
years of our nation it appears that 
women have engaged in the public 
practice of accounting. Further, from 
the passage of the first C.P.A. law, 
women have been interested in obtain- 
ing and have obtained the C.P.A. cer- 
tificate. 

Norman E, Webster, in the Feb- 
ruary, 1945, issue of The Woman 
C.P.A., relates some very interesting 
facts about women accountants prior 
to 1923, which research for his forth- 
coming History of Accounting dis- 
closed to him. 

He found that in 1797, 1798, and 
1802 a Florence Crowley was listed 
in the New York Directory as an ac- 
countant. It is logical to assume, 
therefore, that during at least the six 
years from 1797 to 1802, inclusive, 
Florence Crowley was in public prac- 
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tice. She is the first of whom he found 
record and no other record appeared 
until the name of Margaret Barrow 
was found in the New York classified 
directory of 1897-1900 and that of 
Viola D. Waring, 1898-1899. 

Three years after New York passed 
the first C.P.A. law, Christine Ross 
(afterward Mrs. Wesley E. Barker) 
became the first woman Certified 
Public Accountant in the United States 
when, in 1899, she received New York 
State C.P.A. certificate No. 143. In 
1900, one year after the passage of its 
C.P.A. law, Pennsylvania issued a 
certificate to Mary B. Niles, who was 
in practice many years and was a mem- 
ber of the state and American societies 
of certified public accountants. In 1904 
Carrie B. Snyder obtained a certificate 
under Illinois’ 1903 law, while in Colo- 
rado Mrs. Marie Lillie Geijsbeek was 
issued her certificate in the very year 
Colorado’s law was passed, 1907. 


Records unearthed by Mr. Webster 
indicate that Christine Ross was born 
in Nova Scotia before or about 1873. 
Her studies and aptitudes included 
mathematics, law, and logic. Her ex- 
perience in accounting began about 
1889. In 1902 she had offices at 45 
Broadway and later at 17 Battery 
Place, and was said to have a consider- 
able practice. From accounts in the 
public prints of that period it seems 
certain that she passed the examina- 
tions with a high rating and that she 
had to wait for her certificate until the 
nonplused examiners, who had rated 
her papers without knowing they be- 
longed to a woman, adjusted them- 
selves to the situation. Away back 
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in 1902 Business World quoted Chris- 
tine Ross as saying, “I think women 
should have equal opportunity with 
men to earn an independent living in 
any business or profession they choose 
to enter.” 

Cola Sanford Peck obtained a New 
York certificate in 1902 and Mary B. 
Slater a junior certificate in 1905. A 
New York accountant who was in 
practice at that time recalls meeting 
Miss Peck in the offices of a public ac- 
counting firm. 

In 1905 Harriett B. Lowenstein 
passed the New York examination 
with a perfect rating in practical ac- 


counting. Her accounting experience 
included controllership in important 
charities. She was also a member of 


the New York Bar and in 1920 mar- 
ried Jonah J. Goldstein, now a judge. 

In 1909 Elsa Doetsch and Florence 
Hooper were two of the four success- 
ful candidates in the Maryland spring 
examinations. Both were graduates 
of Woman’s College and it appears 
they entered the public accounting 
field. Miss Hooper’s father was a for- 
mer mayor. 

New Jersey issued a certificate to 
Dora G. Rowarth in 1909, and in 1910 
Estelle Capdeville and Frances Kno- 
block received certificates from the 
state of Louisiana. 

Between 1899 and 1910 New York 
State issued certificates to five women 
and in six other states they were 
granted to a total of eight women. At 
the end of 1923 New York had issued 
full certificates to nine women and by 
the end of 1933 to twenty. Other states 
to 1933 had granted the certificate to 
91, making a total of 111. 

There is evidence that in general the 
women who took the examinations 
during these years received high 
marks, many of them winning medals. 
Of these women, some established their 
own practices, some became partners 
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in small or medium-sized firms which 
had employed them, some specialized 
in report, tax, or estate work or other 
special fields. A number were lured 
into executive positions in private in- 
dustry or were appointed to worth- 
while posts in government agencies. 
One became treasurer of the Tennessee 
Valley Authority. 

Although they were vastly outnum- 
bered in the professional accounting 
societies, women were anxious to join 
them and to contribute to their activi- 
ties. A number have served those or- 
ganizations in a variety of posts, in- 
cluding those of secretary, treasurer, 
director, and auditor. 

In these societies they observed the 
value, both to the profession and to the 
practitioner, of concerted effort, and 
conceived the idea of forming an as- 
sociation of women certified public ac- 
countants not to duplicate in any way 
the work of the professional organiza- 
tions but to deal with the special prob- 
lems of women. By pooling their ex- 
perience they hoped to gain confidence 
and to develop along lines which would 
make them more skilful in their work 
and more valuable members of the 
entire professional group. 

In 1933 nine women met in Chicago 
to form the American Woman’s So- 
ciety of Certified Public Accountants. 
They elected Anna G. Francis presi- 
dent and Grace F. Schwartz (now 
Mrs. John J. Keats) secretary-treas- 
urer. 

When the society’s charter was re- 
ceived from the state of IIlinois on 
June 21, 1933, its membership totaled 
26 and represented fifteen states. It 
now has 160 members. 

The program followed by the society 
is based on the three objectives of in- 
creasing the number of women certi- 
fied public accountants, enhancing the 
esteem in which they are held by the 
public, and increasing their participa- 
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tion in the programs of the technical 
accounting societies. 

To further the first objective, in 
1938 the society organized an affiliate, 
the American Society of Women Ac- 
countants, to consist of women who are 
actively engaged in any phase of ac- 
counting, who are instructors or stu- 
dents of accounting, or who otherwise 
have a substantial interest in account- 
ing. Mrs. Ida S. Broo, of Indianapolis, 
became the first president. At the end 
of three months the society had a mem- 
bership of 50. In March, 1947, its 
membership had grown to around 700. 

Its thirteen chapters in leading cities 
hold regular meetings featuring tech- 
nical and educational programs. The 
two societies issue jointly a bimonthly 
magazine and hold joint regional con- 
ferences and a joint annual convention. 
Their 1946 convention was held at the 
Waldorf-Astoria Hotel in New York, 
September 19-21, and was highly suc- 
cessful. 

Both societies place heavy emphasis 
on public relations work, believing 
women accountants to be handicapped 
not only by the failure of the general 
public rightly to appraise the value and 
importance of accounting but by the 
failure of both the public and the ac- 
counting fraternity to realize that wo- 
men have performed accounting serv- 
ice of high caliber. 

Consequently they attempt to main- 
tain close relations with all schools and 
colleges that teach accounting to wo- 
men. The various chapters conduct 
programs at colleges and members are 
frequently called upon to address 
groups of students. 

Their magazine, The Woman 
C.P.A., in which most of the articles 
are written by members, is sent to the 
leading universities and schools of ac- 
counting, the presidents of state socie- 
ties, state examining boards, national 
officers of other accounting organiza- 


tions, and a number of accounting 
firms and business executives. 

Women accountants have always 
been proud of their profession and dili- 
gent in promoting its interests. The 
American Woman’s Society of Certi- 
fied Public Accountants believes it has 
been outstandingly successful in two 
matters: obtaining unity of action be- 
tween the certified and non-certified 
groups and encouraging its members 
to join their national and state socie- 
ties. At its 1946 national convention 
75% of those present indicated that 
they belonged to both their state socie- 
ties and the American Institute of Ac- 
countants. 

The societies also believe that 
through their public relations program 
they, have helped reduce the obstacles 
which faced women in this field. 

These obstacles were, in substance, 
fear on the part of accountants that 
women would not be acceptable to 
clients or to staff, and belief that wo- 
men would be difficult to assign to out- 
of-town work, for long hours, and 
where unsuitable conditions existed. 

That the public accepted women ac- 
countants more readily than did prac- 
titioners is evidenced by the fact that 
in the early days women found it easier 
to establish their own practices than to 
gain access to the staff of another ac- 
countant. More than one woman has 
an accounting practice of a size and 
character that command respect in her 
community. 

From the beginning those who were 
able to capture the certificate were 
never without means of using it. In 
1934, at the bottom of the worst de- 
pression we have known, the American 
Woman's Society of Certified Public 
Accountants reported that not one of 
its members was unemployed. 

The validity of the objections to wo- 
men was soon to have its test for 
forces were at work which were highly 
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favorable to the entrance of women in- 
to the field. About 1933 the govern- 
ment began to absorb accountants for 
the work of the Securities and Ex- 
change and Federal Power Commis- 
sions and the income tax and other 
bureaus to such an extent that even 
before the war a shortage of account- 
ants existed. With conscription the 
shortage became acute. The War Man- 
power Commission reported that by 
the spring of 1943 accounting firms 
had lost so many of their permanent 
staff members to industry and to the 
armed forces that the supply was only 
50% of the need. 

In 1942 the New York State Society 
of Certified Public Accountants ap- 
pointed a Committee on Wartime Prob- 
lems, one of whose functions was “‘to 
foster the employment of women as 
staff members as a wartime measure 
and develop client acceptance of this 
practice.” A subcommittee of women 
members was appointed to help carry 
out this function. In that same year 
The Journal of Accountancy conceded 
that previous prejudices against wo- 
men in accounting now had “a slightly 
‘Life with Father’ tinge.” 

There weren't nearly enough women 
to meet the demand. Women C.P.A.’s, 
women bookkeepers, accountancy 
graduates, even students were sought 
after. One of the largest public ac- 
counting firms financed the training— 
at Connecticut College and North- 
western University—of a very large 
number of women from colleges 
around the country in postgraduate 
courses leading to positions on the 
staif. College classrooms were soon 
filled with women aspiring to the 
C.P.A. certificate. 

By May 1, 1943, according to War 
Manpower Commission statistics, of 
9820 accountants employed by 954 
firms, 821, or 8.4%, were women. In 
a survey made by New York Univer- 
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sity one large firm reported that wo- 
men comprised 26% of its staff. 

At the war’s end these percentages 
must have been much higher. Women 
by the hundreds were doing staff work 
and a goodly number of them were 
studying for the examinations. By 
the middle of 1946 around 360 women 
held C.P.A. certificates issued by all 
but a half dozen of the states. One 
certificate had been issued by the Ter- 
ritory of Hawaii and one by the Gov- 
ernment of Puerto Rico. The coming 
year should produce many more be- 
cause of the newly-won qualifying ex- 
perience. 

The women emerged from the ex- 
periment with an endorsement so over- 
whelming that it is impossible to be- 
lieve it will be retracted. 

Questioned in 1945 and again in 
1946, senior partners in large firms, 
all of them top-ranking members of the 
accounting profession and leaders in 
its activities, stated forthrightly that 
the women had been highly satisfac- 
tory, that clients had not objected to 
them, that the seniors to whom they 
were assigned liked them, and that 
they would be retained after the war 
and advanced as they merited advance- 
ment. 

These two surveys covered large 
firms, representing the bulk of the em- 
ploying power. The results have 
previously been reported in detail but 
it is imperative that a history of wo- 
men accountants contain samples of 
the replies. 

Said one, “Every one of the women 
on our staff is highly satisfactory. No 
client has offered a single objection to 
them. In 95% of the cases the seniors 
to whom they have been assigned have 
preferred them to any other assistants 
and have asked to have them again. 
We intend to keep all of them and to 
advance them as they rate it.” 

Another said, unequivocally, “Pre- 
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judice against women in accounting 
is dead. There will never again be 
any question about client acceptance 
of the woman accountant. That ques- 
tion has been settled forever. Clients 
do not object. In small and medium- 
sized firms women will be as flexible 
of assignment as men and will be under 
no handicap whatever. Competition 
with men will narrow down to ability 
alone.” 

Another firm was satisfied “that 
there will always be a place for women 
with the necessary technical training 
and of more than average intelligence 
at a senior level as in-charge account- 
ants on medium-sized and_ smaller 
jobs.” 

All echoed the statement of the firm 
which said, “We probably will always 
have a certain number of women on 
our staff, whether or not competent 
men accountants are available.” One 
added to this a comment that women 
‘give the staff tone.” 

All emphasized the fact that the 


staff men liked them and some men- 
tioned specifically that as the women 
became more experienced previous 
limitations respecting travel, overtime 
or inventory-taking disappeared. They 
agreed that the women had done a fine 
job and that women with ability as 
accountants have made a place for 
themselves. 

The veterans have returned, young 
men are coming from the colleges into 
accountants’ offices, but women still, 
in 1947, find that those who were satis- 
factory are holding their own and even 
that more women are finding employ- 
ment. They hear the words “women 
staff members” pronounced as a matter 
of course on the platforms of state 
societies and read them in current ac- 
counting literature, and they believe 
that the well-qualified woman account- 
ant now has an acknowledged place in 
public accounting, a place suited to her 
special qualifications, and, in this ex- 
panding and uncrowded field, a very 
good place indeed. 
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Congratulatory Messages to the Society 





; following congratulatory messages have been selected from various 
sources, official, professional, and educational, as typical evidence of the posi- 
tion, esteem, and prestige that the Certified Public Accountant and the Society 


enjoy in all fields of activity. 





STATE OF NEW YORK 


EXECUTIVE CHAMBER 
ALBANY 


I am happy to send warm greetings to the members of the New York State 
Society of Certified Public Accountants, with my hearty congratulations on cele- 
brating the fiftieth anniversary of the Society. 


It is fitting indeed that we should take this occasion to remember that our 
Empire State led the way in enacting the first CPA law in the United States. It 
was a signal for a few certified public accountants to get together and organize 
a society which now has a membership of 5,200 and enjoys a respect and influence 
which are given to its members because they have earned them. 


The benefits from that law have been many and varied, as shown by the high 
standards of public accountancy in our State. The members of the New York 
State Society of Certified Public Accountants today constitute a body which is 
universally recognized as an integral and highly valued part of our economy. 
Indeed, it has become impossible to think of a society without accountants of high 
standing and recognized integrity. 


With kindest regards and best wishes, 
Sincerely yours, 


Tuomas E. Dewey 
February 21, 1947 Governor 


77 





Fiftieth Anniversary 


THE SECRETARY OF THE TREASURY 
WASHINGTON 





It gives me great pleasure to acknowledge your letter of February 5, which 
tells of the special recognition being planned by your Society for its Fiftieth 
Anniversary. Certainly the profession which it represents is to be congratulated 
upon its growth both numerically and in prestige. My years in the banking field 
brought me. into close contact with members of the accounting profession, and 
gave me a respect for them. The admiration which I already felt for the CPA 
has been heightened since I have come to the Treasury, a Department of the 
Government which thoroughly understands the importance of good accounting 
practice, and the necessity for high standards on the part of those who follow 
the profession. 

In handling the financial affairs of the Government, we have valued the con- 
tributions made by the Certified Public Accountants on our staff. The ramifica- 
tions of the tax laws, and the administration of the Government’s finances have 
called for the most expert service, and we have received it in full measure. 

In congratulating you upon reaching the Fiftieth Anniversary of your Society, 
I also send to you and its members my best wishes for continued progress and 
success during the years to come. 


Sincerely, 


Joun W. SNYDER 
February 19, 1947 Secretary of the Treasury 


THE UNIVERSITY OF THE STATE OF NEW YORK 


THE STATE EDUCATION DEPARTMENT 
OFFICE OF THE PRESIDENT OF THE UNIVERSITY 
AND COMMISSIONER OF EDUCATION 


ALBANY 


It is a pleasure for me as President of the University of the State of New 
York and Commissioner of Education to extend to you our official cong:atulations 
n the Fiftieth Anniversary of the founding of the New York State Society of 
Certified Public Accountants. 

Over the long span of years our Department has watched the growth of your 
Society and its achievements in assisting us in raising the standards of certified 
public accountancy to the high professional level it now enjoys. During this time 
we have watched it grow from a humble effort to create a profession to the point 
where the educational and professional requirements for a Certified Public Ac- 
countant certificate in New York State rival the best to be found anywhere else in 
the country. 

It is largely due to the efforts of your Society and to its individual members 
that the profession of accountancy enjoys wide reputation in its relationship to 
public service, to state governments, and to the security and protection of the rank 
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and file of citizenry who depend upon certified public accountancy in the successful 
prosecution of their business enterprises. We recognize, too, that the leaders of 
your Society have become leaders of considerable influence in national organiza- 
tions and in their own communities as well. 

We congratulate you on the prestige which your Society enjoys in this State 
and throughout the nation and we covet your continued interest in keeping the 
great State of New York in the foreground of achievement in this important field. 


Yours very sincerely, 


FrANcIs T. SPAULDING 
February 21, 1947 President and Commissioner 


TREASURY DEPARTMENT 
WASHINGTON 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE 


It gives me great pleasure to extend to vou my heartiest congratulations and 
greetings on the celebration of your Fiftieth Anniversary ! 

To grow from a mere handful to over 5,000 members within a few years is a 
really notable achievement that speaks tor itself. 

Over this short span of time, the prestige of the Certified Public Accountant 
has risen very rapidly. This is due, in large part, to the efforts of your Society in 
setting up the high Code of ethics and conduct governing the profession, and in 
bettering the service of its members. 

In contributing to the various fields of American business endeavor, your 
members have given unstintingly of their time and efforts. Because of their broad 
and unique training, as well as their high standards, they have rendered distin- 
guished service to both the public and the profession. 

From time to time you have made many valuable recommendations for changes 
and improvements in our Federal tax structure and tax procedure. In this con- 
nection I should like to commend particularly your invaluable assistance and 
cooperation in the administrative work of the Bureau of Internal Revenue. 

Your great interest and role in the many phases of American business and 
National Affairs, a role in which the Certified Public Accountant is uniquely 
qualified to participate, has rightfully earned you a place alongside the leading 
professions. 

Your profession has been given a distinct and heavy responsibility—not only 
to your clients and to the public—but also as it relates to the relationship between 
the United States Government and the millions of American taxpayers. 

Your profession has indeed proved itself one most vital to our economic well- 
being and indispensable to our American economy. 

With best wishes for your continued success, I remain 


Sincerely yours, 


JosepH D. NuNAN, Jr. 
February 20, 1947 Commissioner 
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SECURITIES AND EXCHANGE COMMISSION 
PHILADELPHIA 





The celebration of the Fiftieth Anniversary of the New York State Society 
of Certified Public Accountants is a most appropriate occasion on which to express 
our appreciation of the services rendered by Certified Public Accountants to busi- 
ness and the investing public. Confidence in the certificate of the independent 
public accountant is a major bond between the issuer of and the investor in 
securities. 


It is well known that New York was the first state to adopt a law establishing 
the title “Certified Public Accountant” and governing its use by properly qualified 
persons. Any one familiar with the growth of the accounting profession in the 
United States must acknowledge the substantial and original contributions of the 
New York State Society of Certified Public Accountants and its members to the 
organization of your profession and to the development of accounting and auditing 
theory and practice in the past fifty years. I am, of course, particularly conscious 
of the marked progress that has been made during the life of the Securities and 
Exchange Commission. Your members participated in drafting the first rules and 
financial forms adopted under the Securities Act of 1933 and the Securities Ex- 
change Act of 1934 and subsequent laws administered by the Commission, and 
your influence has continued unabated through the financial statements certified 
by your members and filed with us and through helpful and cooperative criticism 
of our proposals for changes in rules and accounting requirements, 


Our requirements for certification of financial statements is intended to ensure 
a review of the financial representations by a well qualified and independent 
accountant. The worth and contribution of such a review obviously depends on 
the experience and expertness of the independent accountants who participate in 
the review. The work of your society in maintaining high standards in the quali- 
fications of those who enter the profession of accounting is a major contribution 
to attainment of this objective. 


It is also gratifying to note in the history of the profession that the establishing 
and maintaining of a high standard of professional ethics was an early considera- 
tion. The guarding and strengthening of that code through the past fifty years is 
a primary basis for the present acceptance of the work of the public accountant 
and for the large and increasing measure of public responsibility with which he 
is entrusted. 


Very sincerely yours, 


JAMEs J. CAFFREY 
February 17, 1947 Chairman 
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STATE OF NEW YORK 


DEPARTMENT OF TAXATION AND FINANCE 
ALBANY 


Congratulations to the New York State Society of Certified Public Accountants 
and its 5,200 members upon the occasion of the Society’s 50th Anniversary. 

Every tax administrator is well acquainted with the many fine contributions 
that your organization has made in the field of tax accounting. 

As the structure of business and industry has grown more and more complex, 
so have our tax laws become more involved, calling for the services of specialists 
in determining tax liability. 

Accountants have performed this vital service and through your Society have 
established and maintained high principles of performance. At the same time, your 
organization has, over the years, proposed many worthwhile legislative and pro- 
cedural changes to simplify and facilitate tax administration. 

Both business and government have come to rely upon you and your Society 
for the special techniques of trained practitioners. 

Sincere best wishes for the continued success of your Society. 


Sincerely yours, 


ALGER B. CHAPMAN 
Commissioner of Taxation and Finance 
February 8, 1947 President, Tax Commission 


THE COUNCIL ON ACCOUNTANCY 
OF THE STATE OF NEW YORK 


The members of the Council on Accountancy of the State of New York extend 
their heartiest greetings and felicitations to the New York State Society of Cer- 
tified Public Accountants on its 56th Anniversary. 

The functions of the Council, strictly limited by the Legislature, call for little 
action when the Society performs its unlimited functions for the best interests of 
the Certified Public Accountants of the State. It gives us a high degree of pleasure 
and satisfaction to note and follow what the Society has accomplished during the 
50 years of its existence. The Society has led the profession throughout the United 
States in education, ethics and fraternity. It has grown from a few members to a 
host. Its voice has been heard in no uncertain manner when attempts have been 
made to lower standards of education and practice. It has resisted repeated at- 
tempts to undermine the independence of public accountants and to dictate methods 
and practices which would tend to minimize its importance and its duty to the 
whole business and financial interests of the United States. 

Our relations with the Society have been continuously close and happy. When 
money was needed for important research, and we were without funds, the Society 
voted all we needed and all we asked for. 

We greet you on this Anniversary with the earnest hope that your next 50 
years will mark steady and satisfactory improvement year by year. 


Rosert H. MONTGOMERY 
February 18, 1947 Chairman 
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AMERICAN INSTITUTE OF ACCOUNTANTS 


THE NATIONAL ORGANIZATION OF CERTIFIED PUBLIC ACCOUNTANTS 


Greetings, congratulations, and a deep sense of gratitude come to you from 
the American Institute of Accountants on the occasion of the fiftieth anniversary 
of the formation of your society. 


Every journey, however long, begins with the first step. The great journey 
which has been accomplished by the accounting profession in the United States 
began with the founding of your society in 1897, following the passage of the 
nation’s first C.P.A. law. Those who brought about this event could scarcely have 
dared to hope for the impressive growth of the profession which has followed 
after it. It is a profession firmly entrenched as a part of the American way of 
life. It is necessary to the functioning of both business and government, and it is 
an integral and indispensable part of our immense structure of property, credit, 
and investment. The accounting profession which was first recognized and organ- 
ized in your state has become an essential pillar of the American economy. 


But your society has done more than take the first step of this long journey. 
At every step it has been in the vanguard of professional advancement. Its 
members have been among the leaders of the profession at all times, and it has 
contributed mightily to the development of accountancy and its social usefulness. 
to education in accountancy, to the creation, improvement, and maintenance oi 
standards of performance and ethics, and to the establishment of a deservedl 
respected profession. You have cooperated with other organizations in the unifica- 
tion of the profession, and in its nation-wide growth. And you have made generous 
and effective contributions, not only to the profession itself, but also to the public 
welfare in the field of your own skill and competence. 


The greetings of the American Institute of Accountants come to you on this 
occasion as evidence of the respect and affection in which it holds your society. 
Our congratulations come to you on your success and achievements, on the pride 
and gratification you must feel in contemplation of your outstanding record of 
service, and most of all, on the great opportunities which lie ahead. And our grati- 
tude as fellow accountants is for a part of that debt which every man owes to his 
profession, and as citizens of our country, for the contributions to its welfare which 
you have helped us to make. 

Epwarp B, WiLcox 
February 25, 1947 President 
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The New York State Society of Certified Public Accountants 
CONTROLLERS INSTITUTE OF AMERICA 


An interesting story could be told by Certified Public Accountants concerning 
the events in the business world during the half century since the formal organiza- 
tion of the profession took place, as exemplified by the formation of your Society. 
The story naturally would revolve around the relations between Certified Public 
Accountants on the one hand, and the public, government, banks, and company 
managements, on the other. 

Many changes have necessarily taken place in those relations, as new customs 
and laws have come into the picture. The development of controllership as a tool 
of management, as an example, injected a new factor into the situation; also the 
introduction of governmental controls over business and its procedures, which 
necessitated the making of numerous, detailed company reports. Naturally this 
responsibility fell on the company, and eventually on the Controller. 

As this shift of responsibility took place there might easily have been misunder- 
standings between Controllers and Certified Public Accountants. Instead the 
spheres of activity of the two groups were clearly defined, and overlapping elim- 
inated. Full credit must be given to the great body of Certified Public Account- 
ants for their part in working out the necessary readjustments. 

These changes may appear more important and far reaching than the construc- 
tive work done by your group in its early years, but that perhaps is due to the fact 
that we know more of the details of these recent events than we do of those of 
forty and fifty years ago. Much remains to be done in defining and clarifying ac- 
counting procedures and principles, a task in the carrying out of which Controllers 
expect and will welcome the cooperation of Certified Public Accountants. 

Our greetings and most sincere congratulations are extended to you in full 
measure, together with good wishes for the years to come. 


Joun H. MacDonatp 
March 13, 1947 President 


THE INSTITUTE OF INTERNAL AUDITORS, INC. 


On this occasion of the Fiftieth Anniversary of the New York State Society 
of Certified Public Accountants I am indeed happy as the President of the Institute 
of Internal Auditors to send you the greetings of our organization. 

We, in the Institute of Internal Auditors, are deeply conscious of the remark- 
able professional growth of the Certified Public Accountants and of the important 
contribution the Certified Public Accountant has made to the success of American 
business enterprise. Internal auditors are, moreover, especially familiar with the 
contribution made to the individual companies where the Certified Public Account- 
ant and the Internal Auditor have so many important common interests. This 
mutuality of interest is notably evidenced by the fact that many practicing mem- 
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bers of your profession have joined with the Institute of Internal Auditors as 
associate members. 

We, in the Institute of Internal Auditors, would also like to express our special 
compliments to the New York State Society of Certified Public Accountants asa 
society which has in the great State of New York pioneered for the profession in 
developing standards of practice and enlightened concepts of the role and function 
of the Certified Public Accountant. The occasion of its Fiftieth Anniversary should 
indeed be a proud and happy one for the Society. 

The Institute of Internal Auditors pledges vou its cooperation in carrying on 
the further efforts for professional service for which the New York State Society 
of Certified Public Accountants so eminently stands. 


Very truly yours, 


ARTHUR E. HAtp 
March 1, 1947 President 


NATIONAL. ASSOCIATION OF COST ACCOUNTANTS 


The tremendous growth of the accounting profession in America during the 
past fifty years is the best evidence of the vital importance of the Certified Public 
Accountants’ services to our Country’s economic progress. 

State and national accounting organizations have played the primary role in 
the development of better accounting practices and have been largely responsible 
for the enviable position now held by the Certified Public Accountant. 

The first of such organizations was born just fifty years ago when, in April, 
1897, the few newly created Certified Public Accountants banded together to form 
The New York State Society of Certified Public Accountants. These pioneers 
laid the solid foundation upon which the profession has continued to build, and 
designed the pattern for similar organizations in all the other states. 

The National Association of Cost Accountants, with many Certified Public 
Accountants among its more than 23,000 members, has always recognized and 
valued its close relationship to certified public accounting organizations. We of 
N.A.C.A. are very proud of the accomplishments of the pioneer state society, and 
are confident that the past fifty years is merely the beginning of a great future. 

For me to extend greetings on this occasion, as President of N.A.C.A. is more 
than an honor. It is a very special privilege, because I am also a member of The 
New York State Society of Certified Public Accountants. 


Sincerely, 


W. J. CARTER 
February 24, 1947 President 
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The New York State Society of Certified Public Accountants 


NEW YORK CREDIT MEN’S ASSOCIATION 


(AFFILIATED WITH NATIONAL ASSOCIATION OF CREDIT MEN) 


It is a pleasure and a privilege to extend to the New York State Society of 
Certified Public Accountants on its 50th anniversary congratulations and best 
wishes from the New York Credit Men’s Association. 

No two professions have had more in common than that of public accounting 
and credit extension. We have watched your profession grow from small begin- 
nings to one of vital importance to business and the public. 

The Certified Public Accountant has attained a position of great eminence 
in public and professional life and the title of C.P.A. is a badge of great honor 
and respect. This has been achieved largely through the efforts of the New York 
State Society of Certified Public Accountants. 

May our respective Associations long continue their historic and pleasant 
relationships. 


Cordially, 
Ear N. FELio 
February 13, 1947 President 


ROBERT MORRIS ASSOCIATES 
A NATIONAL ASSOCIATION OF BANK CREDIT MEN 


The Robert Morris Associates extends greetings to the New York State 
Society of Certified Public Accountants on its Fiftieth Anniversary. The last half 
century has been marked by ever increasing complexities in business operations 
and relationships, and industry is indebted to your Society for having measured 
up to its responsibility in developing adequate methods and standards of financial 
reporting to meet the needs of management and creditors. 

The Robert Morris Associates is deeply appreciative of the splendid coopera- 
tion it has received from the accounting profession in the solution of common 
problems identified with credit granting. One of the first committees named by our 
organization in our early history was the Committee on Cooperation with Public 
Accountants as a companion committee to the accountants’ Committee on Co- 
operation with Bankers. 

On behalf of the Robert Morris Associates, may I express our appreciation 
of the friendly cooperation which we have received in the solution of our common 
problems. 

With best wishes from the Associates, I am 


Sincerely yours, 


ERNEstT E. NELSON 
February 26, 1947 President 











Fiftieth Anniversary 
THE AMERICAN ACCOUNTING ASSOCIATION 


Upon this Golden Anniversary of the passage of the first state law recognizing 
the public interest in the work of professional accountants, the American Account- 
ing Association extends greetings and congratulations to the Certified Public 
Accountants of the State of New York. 

Accountancy is now recognized everywhere as a learned profession. The 
Certified Public Accountant is acknowledged as an important contributor to the 
national well-being, to the economic stability of modern society, and to the sound- 
ness of the American system of free enterprise. Every citizen has a stake in the 
correctness of accounting reports and statements which play so large a part in 
business decisions, governmental policies, and financial security of the people. 


To meet the demand for educated men and women in this field, the American 
Accounting Association is committed to these purposes : 


1. To encourage and sponsor research in accounting and to publish or aid in 
the publication of the results of research. 
2. To develop accounting principles and standards, and to seek their endorse- 
5 

ment or adoption by business enterprises, public and private accountants, 

and governmental bodies. 

3. To promote studies of accounting as an agency of control of business enter- 
prise and economic affairs in general. 

4. To improve methods of instruction and to demonstrate the social benefits 

of a more widespread knowledge of accounting. 

That the pioneers in accounting some fifty years ago saw the need for a pro- 
fession of high ethical standards, broad social and economic responsibilities, and 
rigorous training, experience, and education is a matter of pride and satisfaction 
today while we pause in celebration of this historic event. 


HERMANN C. MILLER 
February 18, 1947 President 
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The New York State Society of Certified Public Accountants 


NEW YORK UNIVERSITY 
SCHOOL OF COMMERCE, ACCOUNTS, AND FINANCE 


The rate of progress in the development of a science, an art, or a profession is 
generally slow and halting. By comparison, and as an exception, accountancy and 
modern accounting have done well. Fifty years is not a long period when we 
measure the accomplishments since the passage of the first C.P.A. law. 


In retrospect, we find that there were many men of vision in the group that 
were licensed in the early years. Almost immediately they began to lay plans for 
the establishment of a professional school of accountancy on the university level, 
a decision that resulted in the organization of the School of Commerce, Accounts, 
and Finance in New York University. New York was our greatest and most 
important port and therefore “commerce” was incorporated in the title of the 
school ; “accounts” could not, of course, be omitted ; and, since New York was the 
financial metropolis of the nation, ‘finance’ was also appropriately included in 
the title. It was an embarrassingly long title, but that did not matter. 


It was also logical that the first dean ef the new school should be drawn from 
the ranks of the accountants. Charles Waldo Haskins did not live long after his 
appointment, but he wisely chose as his colleague in the secretaryship of the school 
one who brought with him experience in educational administration and sympathy 
with the aims of the project. Curiously enough, the third dean of the school was 
drawn from the ranks of the accountants. Although Haskins served for a brief 
period only, he made such an impression on faculty and students that they gathered 
funds for a bronze bust which ornaments the Commerce Library. It is my hope 
that, some day, someone will endow a chair in accounting in the school so that the 
remembrance of his contribution to the cause of education in accounting shall be 
vividly preserved among future generations of students. 


Charles Ezra Sprague was in the first group of teachers. A patriot (until his 
death he carried shrapnel in his body from the Civil War), a successful banker, 
and a scholar as well as linguist, he titled his book, as well as his course, The 
Philosophy of Accounts. A bronze bas-relief of Mr. Sprague is inset into the 
wall of the main foyer of the Commerce Building. 


Very recently the partners of F. W. Lafrentz & Co. have honored another of 
those first instructors, Mr. F. W. Lafrentz, by endowing a scholarship key and 
scholarship award in honor of the fiftieth anniversary of his C.P.A. certificate. 

For many years, students have enjoyed the benefit of a scholarship created in 
memory of Elijah W. Sells, the partner of the first dean, and a friend and co- 
worker of all the pioneers in the State Society. 


Joseph French Johnson, the second dean, was an honorary member of the State 
Society. He was a journalist who turned into an economist. It was on the point of 
my pen to write “who degenerated into an economist,” but Johnson was not that 
type of economist—how numerous the tribe today! Johnson was not interested 
in the economic man who lived and moved in a vacuum. I recall that he once said 
that economics was not the science of things as they ought to be, but of conditions 
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as they are. He was an ideal successor to Haskins because he not only carried 
on with fidelity and enthusiasm the work which the former had begun, but he 
broadened the scope of the work and enlarged the aims and objectives. This is 
not the time or place to mention the many other members of the profession who 
served well in those early days of perilous probation. I know that Norman Web- 
ster’s history of accounting and accountancy will do full justice to them. 


From these humble beginnings, education in accounting taking firm root, 
spread all over the land. At first, the struggle was often hard because about that 
time the agricultural schools were settled or were settling on some campuses. It 
was bad enough to have the odors of the barnyard wafted over the campus by the 
gentle zephyrs, assailing the olfactory nerves of those living in the quiet groves 
of academic life, but it was even worse to have “bookkeeping and bookkeepers” 
intruding upon the sacred precincts. But “intrude” they did—nothing could stop 
them despite the hurdles put up by academic parliamentarians. Today accounting 
receives its due share of attention in every great university in the land. Not bad 
progress within the short span of fifty years! 

And so in our celebration of the fiftieth anniversary we shall pause a momnient 
in memory of those who have gone before—all men, I reckon, with accounts well- 
balanced—and drink to the health and prosperity of those now engaged in the 
vineyard to the end that they shall produce fruit as good as, if not better than, that 
produced by those who labored before them. 


Joun T. MADDEN 
February 11, 1947 Dean 














The New York State Society of Certified Public Accountants 


THE COMMA COMES AFTER HEREAFTER, OR McKESSON’S GHOST 


(A Supplementary Report on the Committee on Accounting Procedure) 
By Maurice E. Petouset, C.P.A. 


The accountant needs qualities, 
Brilliant and deep, 

But a long-suff’ring family, 
And no use for sleep, 


Are the things he must have, 
When he’s on a committee, 
And even with these 

He's deserving of pity. 

The brain when subjected 

To long-drawn-out meetings, 
Is under great strain 

And takes terrible beatings. 


So if this whole thing, 
Seems a phantasmagory, 
Instead of a logical, 
Neatly-done story, 


Remember in sadness, 
Remember in laughter, 
Remember the comma 
Comes after hereafter. 





Oh, is it a curse, 

Or is it a blessin’ 

The wild wraith of Robbins, 
The ghost of McKesson. 


The dinner is served 

And the drinks have been poured, 
It’s a noble committee, 
Including the Board. 


The stories are ribald, 
The chaste ones are few, 
Vic raps on the table: 
“We've got work to do.” 


Then the words and the phrases, 
Are mangled and torn, 
Resolutions are ruptured, 
Whereases are shorn, 


And views are expressed, 
With much loudness and vigor, 
Held a little in check, 

By Vic Stempf’s kindly rigor. 


Then loud o’er the tumult, 

But lone as a martyr, 

Like the boom of the bittern, 
Comes the deep “No!” of Carter. 


The discussions are long, 

And to some may be boring, 
Arthur Marvin is safe— 

He takes time out for snoring. 


He finds a small couch, 
Where, stretched out at length 
He relaxes ’til Morpheus, 
Gives back his strength. 


“Now listen,” says George, 
Surnamed Cochrane, “To me, 
As I tell of the troubles, 

In each invent’ry. 
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The troubles so bad, 

I could call them—well—gory, 
When you're trying to say 
Just what’s in in-ven-tory.” 
Stempf, large and persuasive, 
Says, “Midnight is here, 
Who'll stay ’til the job’s done, 
I want volunteers, 


Our cause it is noble, 
You'll have no regrets, 
And I'll write a certificate 
Out for Joe Getz.” 


The members arise, 

And they all begin ’phoning 
Their somnolent wives, 

Who give answer by groaning. 
As the meeting grows longer, 
The members grow dafter, 
With Klein and his comma 
That’s after hereafter. 


Joe Klein with his words, 
That are smoother than honey, 
So witty, so wise, 

And so frequently funny. 

The meetings dissolve 

And blend into each other, 
They seem as alike, 

As a Dromio’s brother. 
Recalcitrant members 

Say “Go climb a tree” 

When they’re told it’s the wishes 
Of dear Ess Ee See. 


They say, only stronger, 
“No, no, what the heck 
No dictation to us, 

From any damn Sec.” 


But they later will tender, 
Their humble submission, 
To the viewpoint espoused by 
The .august Commission. 
They'll do things they formerly 
Thought very strange, 

When these are approved by 
The New York Exchange. 
In spite of the shouting, 

In spite of the fight, 

We feel that, somehow, 

It'll come out all right. 


Like his glass to the toper, 
His lass to the lover, 

Reports when unanimous, 

Are to Pat Glover. 

Then we'll welcome the verdict, 
And all will agree, 

The L. C. PB: A. 

And the great S. E. C., 

The banker, the client 

Who pays us our bill— 

At least we can fervently hope 
That they will. 
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